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Robert L.D. Colby 1“
Acting Director [ __ 1086
Division of Market Regulation
U.S. Securities and Exchange Commission
100 F Street, NE
Washington, DC 20549-9303

Re:  Amendment Number 5 to Form 1; File No. 10-131
Dear Mr. Colby:

On August 15, 2005, The Nasdaq Stock Market, Inc. (“Nasdaq”) filed
Amendment Number 4 to its Application on Form 1 to register as a national securities
exchange pursuant to Section 6 of the Securities Exchange Act of 1934 (as amended, the
“Act”). Amendment No. 4 superseded and replaced the original Application and
intervening amendments, and reflects Nasdaq’s proposal to create a new limited liability
company, The NASDAQ Stock Market LLC (“NASDAQ LLC”), that would operate as a
national securities exchange.

The purpose of Amendment No. 5 is simply to update several exhibits to
Amendment No. 4 to reflect certain edits made following the date on which Amendment
No. 4 was filed, and to supply several pages of text that were inadvertently omitted from
Amendment No. 4. Specifically, Nasdaq is filing amended versions of the following
exhibits:

Q8 Certificate of Formation and Limited Liability Company Agreement of
NASDAQ LLC, filed as Exhibit A, Tab 1 of Amendment No. 4;

(2) By-Laws of NASDAQ LLC, filed as Exhibit A, Tab 2 of Amendment No.
4

(3)  The proposed Rule 0100 Series of NASDAQ LLC, filed as Exhibit A, Tab
3 of Amendment No. 4;
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(4)

()

(6)

(7

(8)

©)

(10)
(11)

(12)

The proposed Rule 1000 Series of NASDAQ LLC, filed as Exhibit A, Tab
4 of Amendment No. 4;

The proposed Rule 7000 Series of NASDAQ LLC, filed as Exhibit A, Tab
10 of Amendment No. 4;

The By-Laws of NASD Regulation, Inc., filed as Exhibit C, Tab 18 (B-1)
of Amendment No. 4;

The Amended and Restated Articles of Incorporation of Microsoft
Corporation, filed as Exhibit C, Tab 28 (A) of Amendment No. 4;

The Waive-In Membership Application Form of NASDAQ LLC, filed as
Exhibit F, Tab 1 of Amendment No. 4;

The NASDAQ NTS Access Order Form and NASDAQ Services
Agreement, filed as Exhibit F, Tab 9 of Amendment No. 4;

The Systems Description filed as Exhibit E, Tab 1 of Amendment No. 4;

Nasdaq FIX Specifications, filed as Exhibit E, Tab 3 of Amendment No.
4; and

Nasdaq CTCI Specifications, filed as Exhibit E, Tab 5 of
Amendment No. 4.

The new versions of each exhibit should be substituted for the versions filed on
August 15 when the Form 1 Application is posted on the SEC’s website for public
comment. For the convenience of your staff, we are filing three paper copies of the
amendment and will also e-mail electronic versions of each of the documents.

If you have any questions, please call me at 301-978-8480, or John Yetter at 301-
978-8497. Thank you for your continued assistance with regard to our application.

Sincerely,

Ltrd S s



CERTIFICATE OF FORMATION
OF
THE NASDAQ STOCK MARKET LLC

This Certificate of Formation of The NASDAQ Stock Market LLC (the
“Company”), dated as , 2005, is being duly executed and filed by
, as an authorized person, to form a limited liability company under the
Delaware Limited Liability Company Act (6 Del.C. §18-101, et seq.).

FIRST. The name of the limited liability company formed hereby is The
NASDAQ Stock Market LLC.

SECOND. The address of the registered office of the Company in the
State of Delaware is ¢/o The Corporation Trust Company, Corporation Trust Center,
1209 Orange Street, Wilmington, County of New Castle, Delaware 19801.

THIRD. The name and address of the registered agent for service of
process on the Company in the State of Delaware is The Corporation Trust Company,
Corporation Trust Center, 1209 Orange Street, Wilmington, County of New Castle,
Delaware 19801.

IN WITNESS WHEREOF, the undersigned has executed this Certificate
of Formation as of the date first above written.

NAME:
Authorized Person




LIMITED LIABILITY COMPANY AGREEMENT
OF
THE NASDAQ STOCK MARKET LLC

This Limited Liability Company Agreement (together with the exhibit and
schedules attached hereto, this "Agreement") of The NASDAQ Stock Market LLC (the
"Company") is entered into by The Nasdaq Stock Market, Inc. ("Holding Company™").
Capitalized terms used and not otherwise defined herein have the meanings set forth on Schedule
A hereto.

WHEREAS, Holding Company desires to form a limited liability company
pursuant to the Delaware Limited Liability Company Act, 6 Del. C. § 18-101, et seq., as ‘
amended from time to time (the "LLC Act"), by filing a Certificate of Formation of the Company
with the office of the Secretary of State of the State of Delaware and entering into this
Agreement.

NOW, THEREFORE, in consideration of the agreements and obligations set forth
herein and for other good and valuable consideration, the receipt and sufficiency of which are
hereby acknowledged, and intending to be legally bound, the parties hereto hereby agree as
follows:

Section 1. Name.

The name of the limited liability company formed hereby is The NASDAQ Stock
Market LLC.

Section 2. Principal Business Office.

The principal business office of the Company shall be located at One Liberty
Plaza, New York, New York 10006 or such other location as may hereafter be determined by the
Board of Directors.

Section 3. Registered Office.

The address of the registered office of the Company in the State of Delaware is
¢/o The Corporation Trust Company, Corporation Trust Center, 1209 Orange Street,
Wilmington, County of New Castle, Delaware 19801.

Section 4. Registered Agent.

The name and address of the registered agent of the Company for service of
process on the Company in the State of Delaware is The Corporation Trust Company,
Corporation Trust Center, 1209 Orange Street, Wilmington, County of New Castle, Delaware
19801.



Section 5. Member.

The mailing address of the Member is set forth on Schedule B attached hereto.
The Member was admitted to the Company as a member of the Company upon its execution of a
counterpart signature page to this Agreement.

Section 6. Certificates.

, as an "authorized person" within the meaning of the
LLC Act, has executed, delivered and filed the Certificate of Formation of the Company with the
Secretary of State of the State of Delaware (such filing being hereby approved and ratified in all
respects). Upon the filing of the Certificate of Formation with the Secretary of State of the State
of Delaware, his powers as an "authorized person” ceased, and the Member, each Director and
each Officer thereupon became the designated "authorized person" and shall continue as the
designated "authorized person" within the meaning of the LLC Act. The Member, any Director
or any Officer, as an authorized person within the meaning of the LLC Act, shall execute, deliver
and file, or cause the execution, delivery and filing of, all certificates (and any amendments
and/or restatements thereof) required or permitted by the LLC Act to be filed with the Secretary
of State of the State of Delaware. The Member, any Director or any Officer shall execute, deliver
and file, or cause the execution, delivery and filing of, any certificates (and any amendments
and/or restatements thereof) necessary for the Company to qualify to do business in any other
jurisdiction in which the Company may wish to conduct business.

The existence of the Company as a separate legal entity shall continue until the
cancellation of the Certificate of Formation as provided in the LLC Act. Upon the cancellation
of the Certificate of Formation in accordance with the LLC Act, this Agreement and the
Company shall terminate.

Section 7. Purposes.

The Company is formed for the object and purpose of, and the nature of the
business to be conducted and promoted by the Company is, engaging in any lawful act or activity
for which limited liability companies may be formed under the LLC Act and engaging in any and
all activities necessary or incidental to the foregoing. Without limiting the generality of the
foregoing, the nature of the business or purposes to be conducted and promoted shall include (i)
supporting the operation, regulation, and surveillance of the national securities exchange
operated by the Company, (ii) preventing fraudulent and manipulative acts and practices,
promoting just and equitable principles of trade, fostering cooperation and coordination with
persons engaged in regulating, clearing, settling, processing information with respect to, and
facilitating transactions in securities, removing impediments to and perfecting the mechanisms of
a free and open market and a national market system, and, in general, protecting investors and the
public interest, (iii) supporting the various elements of the national market system pursuant to
Section 11A of the Exchange Act and the rules thereunder, (iv) fulfilling the Company’s self-
regulatory responsibilities as set forth in the Exchange Act, and (v) supporting such other
initiatives as the Board may deem appropriate.



Section 8. Powers.

The Company, and the Board of Directors and the Officers of the Company on
behalf of the Company, (i) shall have and exercise all powers necessary, convenient or incidental
to accomplish its purposes as set forth in Section 7 and (ii) shall have and exercise all of the
powers and rights conferred upon limited liability companies formed pursuant to the LLC Act.

Section 9. Management.

(a) Board of Directors. The business and affairs of the Company shall be
managed by or under the direction of a Board of Directors. Each Director is hereby designated as
a "manager" within the meaning of the LLC Act. The Member may determine at any time in its
sole and absolute discretion the number of Directors to constitute the Board. The authorized
number of Directors may be increased or decreased by the Member at any time in its sole and
absolute discretion, upon notice to all Directors, but no decrease in the number of Directors shall
shorten the term of any incumbent Member Representative Director. The initial number of
Directors shall be seventeen. Twenty percent (20%) of the Directors shall be Member
Representative Directors. All Directors other than the Member Representative Directors shall be
elected by the Member in the manner described in the By-Laws. Each Director elected,
designated or appointed by the Member shall hold office until a successor is elected and qualified
or until such Director's earlier death, resignation, expulsion or removal. Except for the initial
Member Representative Directors appointed pursuant to this Agreement, the Member
Representative Directors shall be elected in accordance with the By-Laws. Each Director shall
execute and deliver an instrument accepting such appointment and agreeing to be bound by all
the terms and conditions of this Agreement and the By-Laws. A Director need not be a member
of the Company. The initial Directors designated by the Member and the initial Member
Representative Directors are listed on Schedule C hereto.

(b)  Powers. The Board of Directors shall have the power to do any and all
acts necessary, convenient or incidental to or for the furtherance of the purposes described herein,
including all powers, statutory or otherwise. The Board of Directors has the authority to bind the
Company. To the fullest extent permitted by applicable law, the By-Laws, and this Agreement,
the Board may delegate any of its powers to a committee appointed pursuant to Section 9(g) or to
any officer, employee or agent of the Company.

(c) By-Laws. The Company, the Member and the Board of Directors hereby
adopt the By-Laws of the Company in the form attached hereto as Exhibit A, as the same may be
amended from time to time in accordance with the terms therein and in this Agreement (the "By-
Laws"). The Board, each Officer and the Member shall be subject to the express provisions of
this Agreement and of the By-Laws. In case of any conflict between the provisions of this
Agreement and any provisions of the By-Laws, the provisions of this Agreement shall control.

(d)  Meeting of the Board of Directors. The Board of Directors of the
Company may hold meetings, both regular and special, within or outside the State of Delaware.
Regular meetings of the Board may be held without notice at such time and at such place as shall
from time to time be determined by the Board. Special meetings of the Board may be called by
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the Chair of the Board, the Chief Executive Officer, or the President on not less than one day's
notice to each Director by telephone, facsimile, mail, telegram or any other means of
communication, and special meetings shall be called by the Chair of the Board, the Chief
Executive Officer, the President or Secretary in like manner and with like notice upon the written
request of at least one-third of the Directors.

(e) Quorum; LLC Acts of the Board. At all meetings of the Board, a majority
of the Directors shall constitute a quorum for the transaction of business and, except as otherwise
provided in any other provision of this Agreement, the act of a majority of the Directors present
at any meeting at which there is a quorum shall be the act of the Board. If a quorum shall not be
present at any meeting of the Board, the Directors present at such meeting may adjourn the
meeting from time to time, without notice other than announcement at the meeting, until a
quorum shall be present. Any action required or permitted to be taken at a meeting of the Board
or any committee thereof may be taken without a meeting and without prior notice if written
consents (including consents transmitted by electronic transmission), setting forth the action so
taken, are executed by all members of the Board or committee, as the case may be.

63} Electronic Communications. Members of the Board, or any committee
designated by the Board, may participate in meetings of the Board, or any committee, by means
of telephone conference or other communications equipment that allows all Persons participating
in the meeting to hear each other, and such participation in a meeting shall constitute presence in
person at the meeting. If all the participants are participating by telephone conference or other
communications equipment, the meeting shall be deemed to be held at the principal place of
business of the Company.

(2) Committees.

(1) The Board may designate one or more committees, each committee
to consist of one or more of the Directors or other Persons. The By-Laws may
establish the initial committees, which may be altered, eliminated or restructured
by an amendment to the By-Laws. The Board may designate one or more
Directors or other Persons as alternate members of any committee, who may
replace any absent or disqualified member at any meeting of the committee.

(i)  Except as otherwise provided by the By-Laws, members of a
committee shall hold office for such period as may be fixed by a resolution
adopted by the Board. Any member of a committee may be removed from such
committee only by the Board. Vacancies in the membership of any committee
shall be filled by the Board.

(iii)  Each committee may adopt its own rules of procedure and may
meet at stated times or on such notice as such committee may determine. Each
committee shall keep regular minutes of its meetings and report the same to the
Board when required.



(iv)  Unless otherwise required by the By-Laws, a majority of a
committee shall constitute a quorum for the transaction of business, and the vote
of a majority of the members of such committee present at a meeting at which a
quorum is present shall be an act of such committee.

(v)  To the extent provided in the resolution of the Board, any
committee that consists solely of one or more Directors shall have and may
exercise all the powers and authority of the Board in the management of the
business and affairs of the Company. Such committee or committees shall have
such name or names as may be determined from time to time by resolution
adopted by the Board. In the absence or disqualification of a member of a
committee composed solely of Directors, the member or members thereof present
at any meeting and not disqualified from voting, whether or not such members
constitute a quorum, may unanirnously appoint another member of the Board to
act at the meeting in the place of any such absent or disqualified member.

(h)  Compensation of Directors; Expenses. The Board shall have the authority
to fix the compensation of Directors. The Directors may be paid their expenses, if any, of
attendance at meetings of the Board and may be paid a fixed sum for attendance at each meeting
of the Board, a stated salary as Director or other remuneration. No such payment shall preclude
any Director from serving the Company in any other capacity and receiving compensation
therefor. Members of special or standing committees may be allowed like compensation for
attending committee meetings.

(i) Removal and Resignation of Directors. Unless otherwise restricted by
law, any Director may be removed or expelled for cause by the Member, and may be removed by
the Board of Directors in the manner provided by the By-Laws. Any vacancy caused by any such
removal or expulsion may be filled in the manner provided in the By-Laws. Any Director may
resign at any time either upon notice of resignation to the Chair of the Board, the Chief Executive
Officer, the President or the Secretary. Any such resignation shall take effect at the time
specified therein or, if the time is not specified, upon receipt thereof, and the acceptance of such
resignation, unless required by the terms thereof, shall not be necessary to make such resignation
effective.

)] Directors as Agents. To the extent of their powers set forth in this
Agreement, the Directors are agents of the Company for the purpose of the Company's business,
and the actions of the Directors taken in accordance with such powers set forth in this Agreement
shall bind the Company. Notwithstanding the last sentence of Section 18-402 of the LLC Act,
except as provided in this Agreement or in a resolution of the Directors, a Director may not bind
the Company.

Section 10, Officers.

(a) Except as provided herein, the Board may, from time to time as it deems
advisable, select natural persons who are employees or agents of the Company and designate
them as officers of the Company (the "Officers") and assign titles (including, without limitation,



President, Vice President, Secretary and Treasurer) to any such person. The initial Officers shall
be appointed by the Member. The additional or successor Officers shall be chosen by the Board.
Any number of offices may be held by the same person. The Board may appoint such other
Officers and agents as it shall deem necessary or advisable who shall hold their offices for such
terms and shall exercise such powers and perform such duties as shall be determined from time
to time by the Board. The salaries of all Officers and agents of the Company shall be fixed by or
in the manner prescribed by the Board. The Officers of the Company shall hold office until their
successors are chosen and qualified. Any Officer may be removed at any time, with or without
cause, by the Board. Any vacancy occurring in any office of the Company shall be filled by the
Board. The initial Officers of the Company designated by the Member are listed on Schedule D
hereto.

(b) Officers as Agents. The Officers, to the extent of their powers set forth in
this Agreement or otherwise vested in them by action of the Board not inconsistent with this
Agreement, are agents of the Company for the purpose of the Company's business, and the
actions of the Officers taken in accordance with such powers shall bind the Company.

(c) Duties of Board and Officers. Except to the extent otherwise modified
herein, each Director and Officer shall have a fiduciary duty of loyalty and care similar to that of
directors and officers of business corporations organized under the General Corporation Law of
the State of Delaware.

Section 11,  Limited Liability.

Except as otherwise expressly provided by the LLC Act, the debts, obligations and
liabilities of the Company, whether arising in contract, tort or otherwise, shall be the debts,
obligations and liabilities solely of the Company, and neither the Member nor any Director shall
be obligated personally for any such debt, obligation or liability of the Company solely by reason
of being a Member or Director of the Company.

Section 12.  Capital Contributions.

The Member has contributed to the Company the amounts set forth in the books
and records of the Company.

Section 13.  Additional Contributions.

The Member is not required to make any additional capital contribution to the
Company. However, the Member may make additional capital contributions to the Company at
any time upon the consent of such Member. To the extent that the Member makes an additional
capital contribution to the Company, the Member shall revise the books and records of the
Company. The provisions of this Agreement, including this Section 13, are intended to benefit
the Member and, to the fullest extent permitted by law, shall not be construed as conferring any
benefit upon any creditor of the Company (and no such creditor of the Company shall be a third-
party beneficiary of this Agreement), and the Member shall not have any duty or obligation to



any creditor of the Company to make any contribution to the Company or to issue any call for
capital pursuant to this Agreement.

Section 14,  Allocation of Profits and Losses.

The Company's profits and losses shall be allocated to the Member.
Section 15.  Distributions.

Distributions shall be made to the Member at the times and in the aggregate
amounts determined by the Board. Notwithstanding any provision to the contrary contained in
this Agreement, (i) the Company shall not be required to make a distribution to the Member on
account of its interest in the Company if such distribution would violate the LLC Act or any
other applicable law, and (ii) the Company shall not make a distribution to the Member using
Regulatory Funds.

Section 16. Books and Records.

The Board shall keep or cause to be kept complete and accurate books of account
and records with respect to the Company's business. The books of the Company shall at all times
be maintained by the Board. The Member and its duly authorized representatives shall have the
right to examine the Company books, records and documents during normal business hours. The
Company, and the Board on behalf of the Company, shall not have the right to keep confidential
from the Member any information that the Board would otherwise be permitted to keep
confidential from the Member pursuant to Section 18-305(c) of the LLC Act. The Company's
books of account shall be kept using the method of accounting determined by the Member. The
Company's independent auditor shall be an independent public accounting firm selected by the
Board.

Section 17.  Reports.

The Board shall, after the end of each fiscal year, use reasonable efforts to cause
the Company's independent accountants, if any, to prepare and transmit to the Member as
promptly as possible any such tax information as may be reasonably necessary to enable the
Member to prepare its federal, state and local income tax returns relating to such fiscal year.

Section 18.  Other Business.

Unless otherwise restricted by law, the Member, and any Officer, Director,
employee or agent of the Company and any Affiliate of the Member may engage in or possess an
interest in other business ventures (unconnected with the Company) of every kind and
description, independently or with others. The Company shall not have any rights in or to such
independent ventures or the income or profits therefrom by virtue of this Agreement.



Section 19. Exculpation and Indemnification.

(a) Neither the Member nor any Officer, Director, employee or agent of the
Company nor any employee, representative, agent or Affiliate of the Member (collectively, the
"Covered Persons") shall be liable to the Company or any other Person who is bound by this
Agreement for any loss, damage or claim incurred by reason of any act or omission performed or
omitted by such Covered Person in good faith on behalf of the Company and in a manner
reasonably believed to be within the scope of the authority conferred on such Covered Person by
this Agreement, except that a Covered Person shall be liable for any such loss, damage or claim
incurred by reason of such Covered Person's willful misconduct.

(b)  To the fullest extent permitted by applicable law, a Covered Person shall
be entitled to indemnification from the Company for any loss, damage or claim incurred by such
Covered Person by reason of any act or omission performed or omitted by such Covered Person
in good faith on behalf of the Company and in a manner reasonably believed to be within the
scope of the authority conferred on such Covered Person by this Agreement, except that no
Covered Person shall be entitled to be indemnified in respect of any loss, damage or claim
incurred by such Covered Person by reason of such Covered Person's willful misconduct with
respect to such acts or omissions; provided, however, that any indemnity under this Section 19 by
the Company shall be provided out of and to the extent of Company assets only, and the Member
shall not have personal liability on account therzof.

(© To the fullest extent permitted by applicable law, expenses (including
reasonable legal fees) incurred by a Covered Person defending any claim, demand, action, suit or
proceeding shall, from time to time, be advanced by the Company prior to the final disposition of
such claim, demand, action, suit or proceeding upon receipt by the Company of an undertaking
by or on behalf of the Covered Person to repay such amount if it shall be determined that the
Covered Person is not entitled to be indemnified as authorized in this Section 19.

(d) A Covered Person shall be fully protected in relying in good faith upon the
records of the Company and upon such information, opinions, reports or statements presented to
the Company by any Person as to matters the Covered Person reasonably believes are within such
other Person's professional or expert competence and who has been selected with reasonable care
by or on behalf of the Company, including information, opinions, reports or statements as to the
value and amount of the assets, liabilities or any other facts pertinent to the existence and amount
of assets from which distributions to the Member might properly be paid.

(e) To the extent that, at law or in equity, a Covered Person has duties
(including fiduciary duties) and liabilities relating thereto to the Company or to any other
Covered Person, a Covered Person acting under this Agreement shall not be liable to the
Company or to any other Covered Person who is bound by this Agreement for its good faith
reliance on the provisions of this Agreement or any approval or authorization granted by the
Company or any other Covered Person.

® The foregoing provisions of this Section 19 shall survive any termination
of this Agreement.



Section 20.  Assignments.

The Member may not transfer or assign in whole or in part its limited liability
company interest in the Company, except to an Affiliate of such Member.

Section 21.  Dissolution.

(a) The Company shall be dissolved and its affairs shall be wound up upon the
first to occur of the following: (i) the consent of the Member and a majority of the whole Board,
(ii) the termination of the legal existence of the Member or the occurrence of any other event that
terminates the continued membership of the Member in the Company unless the Company is
continued without dissolution in a manner permitted by this Agreement or the LLC Act or (iii)
the entry of a decree of judicial dissolution under Section 18-802 of the LLC Act.

(b)  Notwithstanding any other provision of this Agreement, the Bankruptcy of
the Member shall not cause the Member to cease to be a member of the Company and upon the
occurrence of such an event, the Company shall continue without dissolution.

© In the event of dissolution, the Company shall conduct only such activities
as are necessary to wind up its affairs (including the sale of the assets of the Company in an
orderly manner), and the assets of the Company shall be applied in the manner, and in the order
of priority, set forth in Section 18-804 of the LLC Act.

(d)  The Company shall terminate when (i) all of the assets of the Company,
after payment of or due provision for all debts, liabilities and obligations of the Company, shall
have been distributed to the Member in the manner provided for in this Agreement and (ii) the
Certificate of Formation shall have been canceled in the manner required by the LLC Act.

Section 22.  Benefits of Agreement; No Third-Party Rights.

None of the provisions of this Agreement shall be for the benefit of or enforceable
by any creditor of the Company or by any creditor of the Member. Nothing in this Agreement
shall be deemed to create any right in any Person (other than Covered Persons and, to the extent
provided in Article II of the By-Laws, Nasdag Members) not a party hereto, and this Agreement
shall not be construed in any respect to be a contract in whole or in part for the benefit of any
third Person (other than the Covered Persons and, to the extent provided in Article II of the By-
Laws, Nasdaq Members).

Section 23.  Severability of Provisions.

Each provision of this Agreement shall be considered severable and if for any
reason any provision or provisions herein are determined to be invalid, unenforceable or illegal
under any existing or future law, such invalidity, unenforceability or illegality shall not impair the
operation of or affect those portions of this Agreement which are valid, enforceable and legal.

Section 24. Entire Agreement.




This Agreement constitutes the entire agreement of the parties with respect to the
subject matter hereof.

Section 25. Binding Agreement.

Notwithstanding any other provision of this Agreement, the Member agrees that
this Agreement constitutes a legal, valid and binding agreement of the Member and is
enforceable against the Member, in accordance with its terms.

Section 26. Governing Law.

This Agreement shall be governed by and construed under the laws of the State of
Delaware (without regard to conflict of laws principles), all rights and remedies being governed
by said laws.

Section 27. Amendments.

This Agreement may be modified, altered, supplemented or amended pursuant to
a written agreement executed and delivered by the Member.

Section 28. Notices.

Any notices required to be delivered hereunder shall be in writing and personally
delivered, mailed or sent by telecopy, electronic mail or other similar form of rapid transmission,
and shall be deemed to have been duly given upon receipt (i) in the case of the Company, to the
Company at its address in Section 2, (ii) in the case of the Member, to the Member at its address
as listed on Schedule B attached hereto and (iii) in the case of either of the foregoing, at such
other address as may be designated by written notice to the other party.

[SIGNATURE PAGE FOLLOWS]
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IN WITNESS WHEREOF, the undersigned, intending to be legally bound hereby,
has duly executed this Limited Liability Company Agreement as of the day of
, 2005.

MEMBER:

THE NASDAQ STOCK MARKET, INC.

By:

Name:
Title:

Signature page of The Nasdaq Stock Market LLC



SCHEDULE A

Definitions
A. Definitions

When used in this Agreement, the following terms not otherwise defined herein
have the following meanings:

"LLC Act" has the meaning set forth in the preamble to this Agreement.

"Affiliate" has the meaning ascribed to that term in Rule 12b-2 of the General
Rules and Regulations under the Exchange Act, as in effect on the date of this Agreement.

"Agreement" means this Limited Liability Company Agreement of the Company,
together with the schedules attached hereto, as amended, restated, supplemented or otherwise
modified from time to time.

"Bankruptcy" means, with respect to any Person, if (A) such Person (i) makes an
assignment for the benefit of creditors, (ii) files a voluntary petition in bankruptcy, (iii) is
adjudged a bankrupt or insolvent, or has entered against it an order for relief, in any bankruptcy
or insolvency proceedings, (iv) files a petition or answer seeking for itself any reorganization,
arrangement, composition, readjustment, liquidation or similar relief under any statute, law or
regulation, (v) files an answer or other pleading admitting or failing to contest the material
allegations of a petition filed against it in any proceeding of this nature, or (vi) seeks, consents to
or acquiesces in the appointment of a trustee, receiver or liquidator of the Person or of all or any
substantial part of its properties; or (B) (i) 120 days after the commencement of any proceeding
against the Person seeking reorganization, arrangement, composition, readjustment, liquidation
or similar relief under any statute, law or regulation, the proceeding has not been dismissed, or
(i1) within 90 days after the appointment without such Person's consent or acquiescence of a
trustee, receiver or liquidator of such Person or of all or any substantial part of its properties, the
appointment is not vacated or stayed, or within 90 days after the expiration of any such stay, the
appointment is not vacated. The foregoing definition of "Bankruptcy" is intended to replace and
shall supersede and replace the definition of "Bankruptcy" set forth in Sections 18-101(1) and
18-304 of the LLC Act.

"Board" or "Board of Directors" means the Board of Directors of the Company.

"By-Laws" has the meaning set forth in Section 9.

"Certificate of Formation" mearns the Certificate of Formation of the Company
filed with the Secretary of State of the State of Delaware on _,2005, as
amended or amended and restated from time to time.

"Company" means The NASDAQ Stock Market LLC, a Delaware limited liability
company.



"Covered Persons” has the meaning set forth in Section 19.

"Directors" means the Persons elected/appointed to the Board of Directors from
time to time in accordance with this Agreement and the By-Laws, in their capacity as managers
of the Company.

[13

Exchange Act” means the Securities Exchange Act of 1934, as amended.

"Member" means The Nasdaq Stock Market, Inc., as the sole member of the
Company.

"Member Representative Director" means a Director who has been elected or
appointed in accordance with the procedures established by Article II of the By-Laws.

"Nasdag Member" means any registered broker or dealer that has been admitted to
membership in the national securities exchange operated by the Company. A Nasdaq Member is
not a member of the Company by reason of being a Nasdaqg Member.

"Officer" means an officer of the Company described in Section 10.

"Person" means any individual, corporation, partnership, joint venture, limited
liability company, limited liability partnership, association, joint stock company, trust,
unincorporated organization or other organization, whether or not a legal entity, and any
governmental authority.

“Regulatory Funds” means fees, fines, or penalties derived from the regulatory
operations of the Company. “Regulatory Funds” shall not be construed to include revenues
derived from listing fees, market data revenues, transaction revenues, or any other aspect of the
commercial operations of the Company, even if a portion of such revenues are used to pay costs
associated with the regulatory operations of the Company.

B. Rules of Construction

Definitions in this Agreement apply equally to both the singular and plural forms
of the defined terms. The words "include" and "including" shall be deemed to be followed by the
phrase "without limitation." The terms "herein," "hereof” and "hereunder" and other words of
similar import refer to this Agreement as a whole and not to any particular Section, paragraph or
subdivision. The Section titles appear as a matter of convenience only and shall not affect the
interpretation of this Agreement. All Section, paragraph, clause, Exhibit or Schedule references
not attributed to a particular document shall be references to such parts of this Agreement.

A-2




SCHEDULE B

Member
Limited Liability
Name Mailing Address Company Interest
The Nasdaq Stock One Liberty Plaza 100%
Market, Inc.

New York, New York 10006
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SCHEDULE C

INITIAL DIRECTORS (Excluding Member Representative Directors)

INITIAL MEMBER REPRESENTATIVE DIRECTORS
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¢ SCHEDULE D

INITIAL OFFICERS TITLE
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EXHIBIT A

BY-LAWS




BY-LAWS OF THE NASDAQ STOCK MARKET LLC

These By-Laws have been established as the By-laws of The NASDAQ Stock
Market LLC, a Delaware limited liability company (the "Company"), pursuant to the Limited
Liability Company Agreement of the Company, dated as of __, 2005 (as amended from
time to time, the "LLC Agreement"), and, together with the LLC Agreement, constitute the
limited liability company agreement of the Conipany within the meaning of the LLC Act (as
defined in the LLC Agreement). In the event of any inconsistency between the LLC Agreement
and these By-Laws, the provision of the LLC Agreement shall control.

Capitalized terms used and not otherwise defined herein shall have the meanings
ascribed to them in the LLC Agreement.

Article I DEFINITIONS

When used in these By-Laws, unless the context otherwise requires, the terms set
forth below shall have the following meanings:

(a) "Act" means the Securities Exchange Act of 1934, as amended.

(b) “affiliate’ has the .meaning ascribed to that term in Rule 12b-2 of the
General Rules and Regulations under the Act, as in effect on the date of the LLC
Agreement.

(©) "Board" or "Board of Directors" means the Board of Directors of the
Company.

(d) "broker" shall have the same meaning as in Section 3(a)(4) of the Act.
(e) "Commission" means the Securities and Exchange Commission.

63} “Company Member” means the means The Nasdaq Stock Market, Inc., as
the sole member of the Company.

(2 "day" means calendar day.

(h) "dealer" shall have the same meaning as in Section 3(a)(5) of the Act.

@) "Director" means the Persons elected or appointed to the Board of
Directors from time to time in accordarnce with the LLC Agreement and these By-Laws,

in their capacity as managers of the Company.

)] “Election Date” means a date selected by the Board for the election of
Member Representative Directors.

(k)  “Executive Representative” shall have the same meaning as in the Nasdaq
Rules.




0] "Industry Director" means a Director (excluding any two officers of the
Company, selected at the sole discretion of the Board, amongst those officers who may
be serving as Directors (the “Staff Directors”)), who (i) is or has served in the prior three
years as an officer, director, or employee of a broker or dealer, excluding an outside
director or a director not engaged in the day-to-day management of a broker or dealer; (ii)
is an officer, director (excluding an outside director), or employee of an entity that owns
more than ten percent of the equity of a broker or dealer, and the broker or dealer
accounts for more than five percent of the gross revenues received by the consolidated
entity; (iii) owns more than five percent of the equity securities of any broker or dealer,
whose investments in brokers or dealers exceed ten percent of his or her net worth, or
whose ownership interest otherwise permits him or her to be engaged in the day-to-day
management of a broker or dealer; (iv) provides professional services to brokers or
dealers, and such services constitute 20 percent or more of the professional revenues
received by the Director or 20 percent or more of the gross revenues received by the
Director's firm or partnership; (v) provides professional services to a director, officer, or
employee of a broker, dealer, or corporation that owns 50 percent or more of the voting
stock of a broker or dealer, and such services relate to the director’'s, officer's, or
employee's professional capacity and constitute 20 percent or more of the professional
revenues received by the Director or member or 20 percent or more of the gross revenues
received by the Director's or member's firm or partnership; or (vi) has a consulting or
employment relationship with or provides professional services to the Company or any
affiliate thereof or to the NASD (or any predecessor) or has had any such relationship or
provided any such services at any time within the prior three years.

(m)  "Industry member" means a Nasdaq Listing and Hearing Review Council
member, Nasdaq Review Council member, or member of any other committee appointed
by the Board who (i) is or has served in the prior three years as an officer, director, or
employee of a broker or dealer, excluding an outside director or a director not engaged in
the day-to-day management of a broker or dealer; (ii) is an officer, director (excluding an
outside director), or employee of an entity that owns more than ten percent of the equity
of a broker or dealer, and the broker or dealer accounts for more than five percent of the
gross revenues received by the consolidated entity; (iii) owns more than five percent of
the equity securities of any broker or dealer, whose investments in brokers or dealers
exceed ten percent of his or her net worth, or whose ownership interest otherwise permits
him or her to be engaged in the day-to-day management of a broker or dealer; (iv)
provides professional services to brokers or dealers, and such services constitute 20
percent or more of the professional revenues received by the Director or 20 percent or
more of the gross revenues received by the Director's firm or partnership; (v) provides
professional services to a director, officer, or employee of a broker, dealer, or corporation
that owns 50 percent or more of the voting stock of a broker or dealer, and such services
relate to the director's, officer's, or employee's professional capacity and constitute 20
percent or more of the professional revenues received by the Director or member or 20
percent or more of the gross revenues received by the Director's or member's firm or
partnership; or (vi) has a consulting or employment relationship with or provides
professional services to the Company or any affiliate thereof or to the NASD (or any
predecessor) or has had any such relationship or provided any such services at any time
within the prior three years.




(n) "investment banking or securities business" means the business, carried on
by a broker or dealer, of underwriting or distributing issues of securities, or of purchasing
securities and offering the same for sale as a dealer, or of purchasing and selling
securities upon the order and for the account of others.

(0) “List of Candidates” means the list of candidates for Member
Representative Director positions to be clected by Nasdaq Members on an Election Date.

(p)  “Member Nominating Committee” means the Member Nominating
Committee appointed pursuant to these By-Laws.

(@ "Member Representative Director” means a Director who has been elected
or appointed after having been nominated by the Member Nominating Committee or by a
Nasdaqg Member pursuant to these By-Laws. A Member Representative Director may,
but is not required to be, an officer, director, employee, or agent of a Nasdaq Member.

(9] "Member Representative member" means a Nasdaq Listing and Hearing
Review Council member, Nasdaq Review Council member, or member of any other
committee appointed by the Board who has been elected or appointed after having been
nominated by the Member Nominating Committee pursuant to these By-Laws.

(s) "NASD" means the National Association of Securities Dealers, Inc. and its
affiliates.
(t) "Nasdaq Member" means any registered broker or dealer that has been

admitted to membership in the national securities exchange operated by the Company. A
Nasdaq Member is not a member of the Company by reason of being a Nasdaq Member.

(w "Nominating Committee” means the Nominating Committee of the Board
appointed pursuant to these By-Laws.

%) "Non-Industry Director" means a Director (excluding Staff Directors) who
is (i) a Public Director; (ii) an officer or employee of an issuer of securities listed on the
national securities exchange operated by the Company; or (iii) any other individual who
would not be an Industry Director.

(w)  "Non-Industry member" means a Nasdaq Listing and Hearing Review
Council member, Nasdaq Review Couricil member, or member of any other committee
appointed by the Board who is (i) a Public member; (i1) an officer or employee of an
issuer of securities listed on the national securities exchange operated by the Company;
or (iii) any other individual who would not be an Industry member.

(x) "person associated with a Nasdag Member" or "associated person of a
Nasdag Member" means any partner, officer, director, or branch manager of a Nasdaq

member (or person occupying a similar status or performing similar functions), any
person directly or indirectly controlling, controlled by, or under common control with
such Nasdaq member, or any employee of such Nasdaq member, except that any person




associated with a Nasdaq member whose functions are solely clerical or ministerial shall
not be included in the meaning of such term for purposes of these By-Laws.

() "Public Director” means a Director who has no material business
relationship with a broker or dealer, the Company or its affiliates, or the NASD.

(2) "Public member"” means a Nasdaq Listing and Hearing Review Council
member, Nasdaq Review Council member, or member of any other committee appointed
by the Board who has no material business relationship with a broker or dealer, the
Company or its affiliates, or the NASD.

(aa) “Record Date” means a date selected by the Board for the purpose of
determining the Nasdaq Members entitled to vote for the election of Member
Representative Directors on an Election Date.

(bb) ‘"registered broker or dealer" means any registered broker or dealer, as
defined in Section 3(a)(48) of the Act, that is registered with the Commission under the
Act.

(cc) "Rules" or "Nasdag Rules" means the rules of the Company set forth in the
rule manual maintained by the Company, as adopted by the Board, as hereafter amended
or supplemented.

(dd) “statutory disqualification” shall have the same meaning as in Section
3(a)(39) of the Act.

Article II ANNUAL ELECTION OF MEMBER REPRESENTATIVE DIRECTORS

AND OTHER ACTIONS BY NASDAQ MEMBERS

Section 1. Record and Election Date

(a) The Member Representative Directors shall be elected to the Board on an
annual basis.

(b) For each annual electiort of Member Representative Directors, the Board
shall select a Record Date and an Election Date. The Record Date shall be at least 10
days but not more than 60 days prior to the Election Date. Notice of the Election Date
shall be sent by the Company at least 10 days but no more than 60 days prior to the
Election Date to the Nasdaqg Members who were Nasdaq Members on the Record Date,
by any means, including electronic transmission, as determined by the Board or
committee thereof. The Member Nominating Committee shall create a list of one or
more candidates for each Member Representative Director position (the "List of
Candidates") on the Board to be elected on the Election Date, and the Company shall
send the List of Candidates to Nasdaq Members with the notice of the Election Date.

(c) An additional candidate may be added to the List of Candidates by any
Nasdaq Member that submits a timely and duly executed written nomination to the
Secretary of the Company. To be timely, a Nasdaq Member’s notice shall be delivered to
the Secretary at the principal executive offices of the Company not later than the close of




business on the 90 day nor earlier than the close of business on the 120" day prior to the
first anniversary of the preceding year’s Election Date (provided, however, that in the
event that the Election Date is more than 30 days before or more than 70 days after such
anniversary date, notice by the Nasdaqg Member must be so delivered not earlier than the
close of business on the 120" day prior to such Election Date and not later than the close
of business on the later of the 90™ day prior to such Election Date or the tenth day
following the day on which public announcement of such Election Date is first made by
the Company). Such Nasdaq Member’s notice shall set forth: (i) as to the person whom
the Nasdaqg Member proposes to nominate for election as a Member Representative
Director, all information relating to that person that is required to be disclosed in
solicitations of proxies for election of directors in an election contest, or is otherwise
required, in each case pursuant to Regulation 14A under the Exchange Act and the rules
thereunder (and such person’s written consent to be named in the List of Candidates as a
nominee and to serving as a Director if elected); (ii) a petition in support of the
nomination duly executed by the Executive Representatives of 10% or more of all
Nasdaq Members; and (iii) the name and address of the Nasdaqg Member making the
nomination. The Company may require any proposed nominee to furnish such other
information as it may reasonably require to determine the eligibility of such proposed
nominee to serve as a Member Representative Director.

Section 2. Voting

With respect to the election of Member Representative Directors, each Nasdaq
Member shall have the right to cast one vote for each Member Representative Director
position to be filled; provided, however, that any such vote must be cast for a person on
the List of Candidates. The votes may not be cumulated. The votes shall be cast by
written ballot, electronic transmission or any other means as set forth in a notice to the
Nasdaq Members sent by the Company prior to the Election Date. Only votes received
prior to 5:00 p.m. Eastern Time on the Election Date shall count for the election of a
Member Representative Director. The Persons on the List of Candidates who receive the
most votes shall be elected to the Member Representative Director positions.

Section 3. Filling of Vacancies

If a Member Representative Director position shall become vacant prior to the
expiration of such person's term, or if an increase in the size of the Board results in the
creation of a new Member Representative Director position, the Company Member shall
elect a Person from a list of candidates prepared by the Member Nominating Committee
to fill such vacancy, except that if the remaining term of office for the vacant Director
position is less than six months, no replacement shall be required.

Section 4. Member Meetings

The Company shall not be required to hold meetings of the Nasdaq Members.

Article Il BOARD OF DIRECTORS




Section 1. Selection

Whenever any Director position other than a Member Representative Director
position becomes vacant, whether because of death, disability, disqualification, removal,
or resignation, the Nominating Committee shall nominate, and the Company Member
shall select, a person satisfying the classification (Industry, Non-Industry, or Public
Director), if applicable, for the directorship as provided in Atticle III, Section 2 to fill
such vacancy.

Section 2. ualifications

(a) The number of Non-Industry Directors, including at least one Public
Director and at least one issuer representative (or if the Board consists of ten or more
Directors, at least two issuer representatives), shall equal or exceed the sum of the
number of Industry Directors and Member Representative Directors to be elected under
the terms the LLC Agreement. A Director may not be subject to a statutory
disqualification.

(b) A Director shall be removed immediately upon a determination by the
Board, by a majority vote of the remaining Directors, (a) that the Director no longer
satisfies the classification for which the Director was elected; and (b) that the Director’s
continued service as such would violate the compositional requirements of the Board set
forth in Article III, Section 2(a). If the term of office of a Director terminates under this
Section, and the remaining term of office of such Director at the time of termination is
not more than six months, during the period of vacancy the Board shall not be deemed to
be in violation of Article III, Section 2(a) by virtue of such vacancy.

Section 3. Regulation

(a) The Board may adopt such rules, regulations, and requirements for the
conduct of the business and management of the Company, not inconsistent with law, the
LLC Agreement or these By-Laws, as the Board may deem proper. A Director shall, in
the performance of such Director's duties, be fully protected, to the fullest extent
permitted by law, in relying in good faith upon the books of account or reports made to
the Company by any of its officers, by an independent certified public accountant, by an
appraiser selected with reasonable care by the Board or any committee of the Board or by
any agent of the Company, or in relying in good faith upon other records of the
Company.

(b) In light of the unique nature of the Company and its operations and in light
of the Company’s status as a self-regulatory organization, the Board, when evaluating
any proposal, shall, to the fullest extent permitted by applicable law, take into account all
factors that the Board deems relevant, including, without limitation, to the extent deemed
relevant, (i) the potential impact thereof on the integrity, continuity and stability of the
national securities exchange operated by the Company and the other operations of the
Company, on the ability to prevent fraudulent and manipulative acts and practices and on
investors and the public, and (ii) whether such would promote just and equitable
principles of trade, foster cooperation and coordination with persons engaged in




regulating, clearing, settling, processing information with respect to and facilitating
transactions in securities or assist in the removal of impediments to or perfection of the
mechanisms for a free and open market and a national market system.

Section 4. Committees

(a) Upon request of the Secretary of the Company, each prospective
committee member who is not a Director shall provide to the Secretary such information
as is reasonably necessary to serve as the basis for a determination of the prospective
committee member's classification as an Industry, Member Representative, Non-Industry,
or Public Committee member. The Secretary of the Company shall certify to the Board
each prospective committee member's classification. Such committee members shall
update the information submitted under this subsection at least annually and upon request
of the Secretary of the Company, and shall report immediately to the Secretary any
change in such information.

(b)  The term of office of a committee member shall terminate immediate upon
a determination by the Board, by a majerity vote of the Directors, (i) that the committee
member no longer satisfies the classification for which the committee member was
selected; and (i) that the committee member’s continued service as such would violate
the compositional requirements of such committee set forth in these By-Laws. If the
term of office of a committee member terminates under this Section, and the remaining
term of office of such committee member at the time of termination is not more than six
months, during the period of vacancy the relevant committee shall not be deemed to be in
violation of the compositional requirements of such committee set forth in these By-Laws
by virtue of such vacancy.

Section 5. Committees Composed Solely of Directors

(a) The Board may appoint an Executive Committee, which shall, to the
fullest extent permitted by Delaware law and other applicable law, have and be permitted
to exercise all the powers and authority of the Board in the management of the business
and affairs of the Company between meetings of the Board. The number of Non-Industry
- Directors on the Executive Committee shall equal or exceed the number of Industry
Directors on the Executive Committee. The percentage of Public Directors on the
Executive Committee shall be at least as great as the percentage of Public Directors on
the whole Board, and the percentage of Member Representative Directors on the
Executive Committee shall be at least as great as the percentage of Member
Representative Directors on the whole Board. An Executive Committee member shall
hold office for a term of one year.

(b)  The Board may appoint a Finance Committee. The Finance Committee
shall advise the Board with respect to the oversight of the financial operations and
conditions of the Company, including recommendations for Company's annual operating
and capital budgets and proposed changes to the rates and fees charged by Company. A
Finance Committee member shall hold office for a term of one year.




(c) The Board shall appoint a Management Compensation Committee. The
Management Compensation Committee shall consider and recommend compensation
policies, programs, and practices for employees of the Company. A majority of
Management Compensation Committee members shall be Non-Industry Directors. The
Chief Executive Officer shall be an ex-officio, non-voting member of the Management
Compensation Committee. A Management Compensation Committee member shall hold
office for a term of one year.

(d) The Board shall appoint an Audit Committee.

(@)

(ii)

(iii)

(iv)

The Audit Committee shall consist of four or five Directors, none
of whom shall be officers or employees of the Company. A
majority of the Audit Committee members shall be Non-Industry
Directors. The Audit Committee shall include two Public
Directors. A Public Director shall serve as Chair of the
Committee. An Audit Committee member shall hold office for a
term of one year.

The Audit Committee shall perform the following primary
functions, as well as such other functions as may be specified in
the charter of the Audit Committee: (A) provide oversight over the
Company's financial reporting process and the financial
information that is provided to the Company Member and others;
(B) provide oversight over the systems of internal controls
established by management and the Board and the Company's legal
and compliance process; (C) select, evaluate and, where
appropriate, replace the Company's independent auditors (or
nominate the independent auditors to be proposed for ratification
by the Company Member); and (D) direct and oversee all the
activities of the Company's internal audit function, including but
not limited to management's responsiveness to internal audit
recommendations.

No member of the Audit Committee shall participate in the
consideration or decision of any matter relating to a particular
Nasdaq Member, company, or individual if such Audit Committee
member has a material interest in, or a professional, business, or
personal relationship with, that Nasdaq Member, company, or
individual, or if such participation shall create an appearance of
impropriety. An Audit Committee member shall consult with the
General Counsel of the Company to determine if recusal is
necessary. If a member of the Audit Committee is recused from
consideration of a matter, any decision on the matter shall be by a
vote of a majority of the remaining members of the Audit
Committee.

The Audit Committee shall have exclusive authority to: (A) hire
or terminate the head of the Company's Internal Audit Department;




(B) determine the compensation of the head of the Internal Audit
Department; and (C) determine the budget for the Internal Audit
Department. The Internal Audit Department and its head shall
report directly to the Audit Committee. The Audit Committee
may, in its discretion, direct that the Internal Audit Department
also report to senior management of the Company on matters the
Audit Committee deems appropriate and may request that senior
management of the Company perform such operational oversight
as necessary and proper, consistent with preservation of the
independence of the internal audit function. The Internal Audit
Department and its head may also be employees of the Company
Member, and may serve in a similar capacity with respect to the
Company Member.

(e) The Board shall appoint a Regulatory Oversight Committee. The
Committee shall oversee the adequacy and effectiveness of Nasdaq’s regulatory and self-
regulatory organization responsibilities; assess Nasdaq’s regulatory performance; and
assist the Board and other committees of the Board in reviewing the regulatory plan and
the overall effectiveness of Nasdaq's regulatory functions. The Regulatory Oversight
Committee shall consist of three members, each of whom shall be a Public Director and
an “independent director” as defined in Nasdaq Rule 4200.

Section 6. Committees Not Composed Solely of Directors

(a) The Board shall appoint a Nasdaq Listing and Hearing Review Council
and a Nasdaq Review Council as provided in Articles V and VI of the By-Laws.

(b)  The Board shall appoint a Nominating Committee and a Member
Nominating Committee. The Member Nominating Committee shall nominate candidates
for each Member Representative Director position on the Board that is to be elected by
Nasdaq Members or the Company Member under the terms of the LLC Agreement and
these By-Laws, and shall nominate candidates for appointment by the Board for each
vacant or new position on the Nasdaq Listing and Hearing Review Council, the Nasdaq
Review Council, or other committee that is to be filled with a Member Representative
member under the terms of these By-Laws. The Nominating Committee shall nominate
candidates for all other vacant or new Director positions on the Board, and candidates for
all other vacant or new positions on the Nasdaq Listing and Hearing Review Council or
the Nasdaq Review Council.

@) The Nominating Committee shall consist of no fewer than six and
no more than nine members. The number of Non-Industry
members on the Nominating Committee shall equal or exceed the
number of Industry members on the Nominating Committee. If the
Nominating Committee consists of six members, at least two shall
be Public members. If the Nominating Committee consists of
seven or more members, at least three shall be Public members.

No officer or employee of the Company shall serve as a member of




(ii)

(iif)

(iv)

)

the Nominating Committee in any voting or non-voting capacity.
No more than three of the Nominating Committee members and no
more than two of the Industry members shall be current Directors.

A Nominating Committee member may not simultaneously serve
on the Nominating Committee and the Board, unless such member
is in his or her final year of service on the Board, and following
that year, that member may not stand for election to the Board until
such time as he or she is no longer a member of the Nominating
Committee.

The Member Nominating Committee shall consist of no fewer than
three and no more than six members. All members of the Member
Nominating Committee shall be a current associated person of a
current Nasdaq Member.

Members of the Nominating Committee and the Member
Nominating Committee shall be appointed annually by the Board
and may be removed by a majority vote of the Board.

The Secretary shall collect from each nominee for Director such
information as is reasonably necessary to serve as the basis for a
determination of the nominee's classification as an Industry,
Member Representative, Non-Industry, or Public Director, if
applicable, and the Secretary shall certify to the Nominating
Committee or the Member Nominating Committee each nominee's
classification, if applicable. Directors shall update the information
submitted under this subsection at least annually and upon request
of the Secretary, and shall report immediately to the Secretary any
change in such information.

(©) The Board shall appoint a Quality of Markets Committee.

(1)

(ii)

The Quality of Markets Committee shall have the following
functions: (A) to provide advice and guidance to the Board on
issues relating to the fairness, integrity, efficiency, and
competitiveness of the information, order handling, and execution
mechanisms of the national securities exchange operated by the
Company from the perspective of investors, both individual and
institutional, retail firms, market making firms, Nasdag-listed
companies, and other market participants; and (B) to advise the
Board with respect to national market system plans and linkages
between the facilities of the Company and other markets.

The Quality of Markets Committee shall include broad
representation of participants in the national securities exchange
operated by the Company, including investors, market makers,
integrated retail firms, and order entry firms. The Quality of
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Markets Committee shall include a number of Member
Representative members that is equal to at least 20 percent of the
total number of members of the Quality of Markets Committee.
The number of Non-Industry members of the Quality of Markets
Committee shall equal the sum of the number of Industry members
and Member Representative members.

(iii) At all meetings of the Quality of Markets Committee, a quorum for
the transaction of business shall consist of a majority of the Quality
of Markets Committee, including not less than 50 percent of the
Non-Industry members. If at least 50 percent of the Non-Industry
members (A) are present at or (B) have filed a waiver of
attendance for a rneeting after receiving an agenda prior to such
meeting, the requirement that not less than 50 percent of the Non-
Industry members be present to constitute the quorum shall be
waived.

(d)  The Board shall appoint a Market Operations Review Committee, which
shall exercise the functions specified in the Nasdaq Rules, in accordance with procedures
specified therein. The Market Operation Review Committee shall include a number of
Member Representative members that is equal to at least 20 percent of the total number
of members of the Market Operations Review Committee. No more than 50 percent of
the members of the Market Operations Review Committee shall be engaged in market
making activity or employed by a Nasdaq Member firm whose revenues from market
making activity exceed 10 percent of its total revenues.

(e) The Board shall appoint an Arbitration and Mediation Committee, or shall
cause the Company to enter into an agreement with a self-regulatory organization that
provides regulatory services pursuant to which such self-regulatory organization shall
appoint an Arbitration and Mediation Committee on the Company's behalf.

) The Arbitration and Mediation Committee shall advise the Board
on the development and maintenance of an equitable and efficient
system of dispute resolution that will equally serve the needs of
public investors and Nasdag Members, shall monitor rules and
procedures governing the conduct of dispute resolution, and shall
have such other powers and authority as are necessary to effectuate
the purposes of the Nasdaq Rules.

(ii)  The Arbitration and Mediation Committee shall consist of no
fewer than 10 and no more than 25 members, and shall have at
least 50 percent Non-Industry members.

(iii) At all meetings of the Arbitration and Mediation Committee, a
quorum for the transaction of business shall consist of a majority
of the Arbitration and Mediation Committee, including not less
than 50 percent of Non-Industry committee members. If at least 50
percent of the Non-Industry committee members (A) are present at
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or (B) have filed a waiver of attendance for a meeting after
receiving an agenda prior to such meeting, the requirement that not
less than 50 percent of the Non-Industry committee members be
present to constitute the quorum shall be waived.

§3) The Board shall appoint a Market Regulation Committee, or shall cause
the Company to enter into an agreement with a self-regulatory organization that provides
regulatory services pursuant to which such self-regulatory organization shall appoint a
Market Regulation Committee on the Company's behalf.

(i) The Market Regulation Committee shall advise the Board on
regulatory proposals and industry initiatives relating to quotations,
execution, trade reporting, and trading practices; advise the Board
in its administration of programs and systems for the surveillance
and enforcement of rules governing Nasdaq Members' conduct and
trading activities in the national securities exchange operated by
the Company; provide a pool of attorney panelists for hearing
panels under the Nasdaq Rules; participate in the training of
hearing panelists on issues relating to quotations, executions, trade
reporting, and trading practices; and review and recommend to the
Nasdaq Review Council changes to Nasdaq's Sanction Guidelines.
The Market Regulation Committee shall not have any involvement
in deciding whether or not to institute disciplinary proceedings.

(ii)  The Market Regulation Committee shall have at least SO percent
Non-Industry members.

(iii) At all meetings of the Market Regulation Committee, a quorum for
the transaction of business shall consist of a majority of the Market
Regulation Committee, including not less than 50 percent of the
Non-Industry committee members. If at least S0 percent of the
Non-Industry committee members (A) are present at or (B) have
filed a waiver of attendance for a meeting after receiving an
agenda prior to such meeting, the requirement that not less than 50
percent of the Non-Industry committee members be present to
constitute the quorum shall be waived.

Section 7. Conflicts of Interest; Contracts and Transactions Involving

Directors

(a) A Director or a member of the Nasdaq Listing and Hearing Review
Council, the Nasdaq Review Council, cr any other committee shall not directly or
indirectly participate in any adjudication of the interests of any party if that Director or
Nasdaq Listing and Hearing Review Council member, Nasdaq Review Council member,
or other committee member has a conflict of interest or bias, or if circumstances
otherwise exist where his or her fairness might reasonably be questioned. In any such
case, the Director or Nasdaq Listing and Hearing Review Council member, Nasdaq
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Review Council member, or other committee member shall recuse himself or herself or
shall be disqualified.

(b)  No contract or transaction between the Company and one or more of its
Directors or officers, or between the Company and any other corporation, partnership,
association, or other organization in which one or more of its Directors or officers are
directors or officers, or have a financial interest, shall be void or voidable solely for this
reason if: (i) the material facts pertaining to such Director's or officer's relationship or
interest and the contract or transaction are disclosed or are known to the Board or the
committee, and the Board or committee in good faith authorizes the contract or
transaction by the affirmative vote of a majority of the disinterested Directors, even
though the disinterested Directors be less than a quorum; or (ii) the material facts are
disclosed or become known to the Board or committee after the contract or transaction is
entered into, and the Board or committee in good faith ratifies the contract or transaction
by the affirmative vote of a majority of the disinterested Directors, even though the
disinterested Directors be less than a quorum.

Section 8. Compensation of Board, Council, and Committee Members

The Board may provide for reasonable compensation of the Chair of the Board,
the Directors, Nasdaq Listing and Hearing Review Council and Nasdaq Review Council
members, and the members of other committees. The Board may also provide for
reimbursement of reasonable expenses incurred by such persons in connection with the
business of the Company.

ArticleIV  OFFICERS, AGENTS, AND EMPLOYEES

Section 1. Delegation of Duties of Officers

The Board may delegate the duties and powers of any officer of the Company to
any other officer or to any Director for a specified period of time and for any reason that
the Board may deem sufficient.

Section 2. Resignation and Removal of Officers

(a) Any officer may resign at any time upon notice of resignation to the
Board, the Chief Executive Officer, the President, or the Secretary. Any such resignation
shall take effect upon receipt of such notice or at any later time specified therein. The
acceptance of a resignation shall not be necessary to make the resignation effective.

(b) Any officer of the Company may be removed, with or without cause, by
the Board. Such removal shall be without prejudice to the contractual rights of the
affected officer, if any, with the Company.

Section 3. Chair of the Board

The Chair of the Board shall preside at all meetings of the Board at which the
Chair is present. The Chair shall exercise such other powers and perform such other
duties as may be assigned to the Chair from time to time by the Board.
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Section 4. Chief Executive Officer

The Chief Executive Officer shall, in the absence of the Chair of the Board,
preside at all meetings of the Board at which the Chief Executive Officer is present. The
Chief Executive Officer shall be the chief executive officer of the Company and shall
have general supervision over the business and affairs of the Company. The Chief
Executive Officer shall have all powers and duties usually incident to the office of the
Chief Executive Officer, except as specifically limited by a resolution of the Board. The
Chief Executive Officer shall exercise such other powers and perform such other duties
as may be assigned to the Chief Executive Officer from time to time by the Board.

Section 5. President

The President shall, in the absence of the Chair of the Board and the Chief
Executive Officer, preside at all meetings of the Board at which the President is present.
The President shall have general supervision over the operations of the Company. The
President shall have all powers and duties usually incident to the office of the President,
except as specifically limited by a resolution of the Board. The President shall exercise
such other powers and perform such other duties as may be assigned to the President
from time to time by the Board.

Section 6. Vice President

The Board shall elect one or more Vice Presidents. In the absence or disability of
the President or if the office of President becomes vacant, the Vice Presidents in the order
determined by the Board, or if no such determination has been made, in the order of their
seniority, shall perform the duties and exercise the powers of the President, subject to the
right of the Board at any time to extend or restrict such powers and duties or to assign
them to others. Any Vice President may have such additional designations in such Vice
President's title as the Board may determine. The Vice Presidents shall generally assist
the President in such manner as the President shall direct. Each Vice President shall
exercise such other powers and perform such other duties as may be assigned to such
Vice President from time to time by the Board, the Chief Executive Officer or the
President. The term "Vice President” used in this Section shall include the positions of
Executive Vice President, Senior Vice President, and Vice President.

Section 7. Chief Regulatory Officer

An officer of the Company with the position of Executive Vice President or
Senior Vice President shall be designated as the Chief Regulatory Officer of the
Company. The Chief Regulatory Officer shall have general supervision of the regulatory
operations of the Company, including responsibility for overseeing the exchange’s
surveillance, examination, and enforcement functions and for administering any
regulatory services agreements with another self-regulatory organization to which the
Company is a party. The Chief Regulatory Officer shall meet with the Regulatory
Oversight Committee of the Company in executive session at regularly scheduled
meetings of such committee, and at any time upon request of the Chief Regulatory
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Officer or any member of the Regulatory Oversight Committee. The Chief Regulatory
Officer may also serve as the General Counsel of the Company.

Section 8. Secretary

The Secretary shall act as Secretary of all meetings of the Board at which the
Secretary is present, shall record all the proceedings of all such meetings in a book to be
kept for that purpose, shall have supervision over the giving and service of notices of the
Company, and shall have supervision over the care and custody of the books and records
of the Company. The Secretary shall be empowered to affix the Company's seal, if any,
to documents, the execution of which on behalf of the Company under its seal is duly
authorized, and when so affixed, may attest the same. The Secretary shall have all
powers and duties usually incident to the office of Secretary, except as specifically
limited by a resolution of the Board. The Secretary shall exercise such other powers and
perform such other duties as may be assigned to the Secretary from time to time by the
Board, the Chief Executive Officer or the President. '

Section 9. Assistant Secretary

In the absence of the Secretary or in the event of the Secretary's inability or
refusal to act, any Assistant Secretary, approved by the Board, shall exercise all powers
and perform all duties of the Secretary. An Assistant Secretary shall also exercise such
other powers and perform such other duties as may be assigned to such Assistant
Secretary from time to time by the Board or the Secretary.

Section 10.  Treasurer

The Treasurer shall have general supervision over the care and custody of the
funds and over the receipts and disbursements of the Company and shall cause the funds
of the Company to be deposited in the name of the Company in such banks or other
depositories as the Board may designate. The Treasurer shall have supervision over the
care and safekeeping of the securities of the Company. The Treasurer shall have all
powers and duties usually incident to the office of Treasurer except as specifically limited
by a resolution of the Board. The Treasurer shall exercise such other powers and perform
such other duties as may be assigned to the Treasurer from time to time by the Board, the
Chief Executive Officer or the President.

Section 11.  Assistant Treasurer

In the absence of the Treasurer or in the event of the Treasurer's inability or
refusal to act, any Assistant Treasurer, approved by the Board, shall exercise all powers
and perform all duties of the Treasurer. An Assistant Treasurer shall also exercise such
other powers and perform such other duties as may be assigned to such Assistant
Treasurer from time to time by the Board or the Treasurer.

Article V NASDAOQ LISTING AND HEARING REVIEW COUNCIL

Section 1. Appointment and Authority
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The Board shall appoint a Nasdaq Listing and Hearing Review Council. The
Nasdaq Listing and Hearing Review Council may be authorized to act for the Board in a
manner consistent with these By-Laws and the Rules with respect to listing decisions.
The Nasdaq Listing and Hearing Review Council also shall consider and make
recommendations to the Board on policy and rule changes relating to issuer listings. The
Board may delegate such other powers and duties to the Nasdaq Listing and Hearing
Review Council as the Board deems appropriate.

Section 2. Number of Members and Qualifications

(a) The Nasdaq Listing and Hearing Review Council shall consist of no fewer
than eight and no more than 18 members, of which not more than 50 percent may be
engaged in market-making activity or employed by a Nasdaq Member whose revenues
from market-making activity exceed ten percent of its total revenues. The Nasdaq Listing
and Hearing Review Council shall include at least five Non-Industry members (including
at least two Public members), and a number of Member Representative members that is
equal to at least 20 percent of the total number of members of the Nasdaq Listing and
Hearing Review Council.

(b) As soon as practicable following the appointment of members, the Nasdaq
Listing and Hearing Review Council shall elect a Chair from among its members. The
Chair shall have such powers and duties as may be determined from time to time by the
Nasdaq Listing and Hearing Review Council. The Board, by resolution adopted by a
majority of Directors then in office, may remove the Chair from such position at any time
for refusal, failure, neglect, or inability to discharge the duties of Chair.

Section 3. Nomination Process

The Secretary of the Company shall collect from each nominee for the office of
member of the Nasdaq Listing and Hearing Review Council such information as is
reasonably necessary to serve as the basis for a determination of the nominee’s
qualifications and classification as an Industry, Member Representative, Public, or
Non-Industry member, and the Secretary shall certify to the Nominating Committee or
the Member Nominating Committee (as applicable) each nominee’s qualifications and
classification. After appointment to the Nasdaq Listing and Hearing Review Council,
each member shall update such information at least annually and upon request of the
Secretary, and shall report immediately to the Secretary any change in such information.

Section 4. Term of Office

(a) Except as otherwise provided in this Article, each Nasdaq Listing and Hearing
Review Council member shall hold office for a term of three years or until a successor is
duly appointed and qualified, except in the event of earlier termination from office by
reason of death, resignation, removal, disqualification, or other reason.
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(b) The Nasdaq Listing and Hearing Review Council shall be divided into three
classes. The term of office of those of the first class shall expire in January 2006, the
term of office of those of the second class shall expire in January 2007, and the term of
office of those of the third class shall expire in January 2008.

(c) No member may serve more than two consecutive terms, except that if a
member is appointed to fill a term of less than one year, such member may serve up to
two consecutive terms following the expiration of such member’s initial term.

Section 5. Resignation

A member of the Nasdaq Listing and Hearing Review Council may resign at any
time upon written notice to the Board. Any such resignation shall take effect at the time
specified therein, or if the time is not specified, upon receipt thereof, and the acceptance
of such resignation, unless required by the terms thereof, shall not be necessary to make
such resignation effective.

Section 6. Removal

Any or all of the members of the Nasdaq Listing and Hearing Review Council
may be removed from office at any time for refusal, failure, neglect, or inability to
discharge the duties of such office by majority vote of the Board.

Section 7. Disqualification

Notwithstanding Article V, Section 4, the term of office of a Nasdaq Listing and
Hearing Review Council member shall terminate immediately upon a determination by
the Board, by a majority vote, (a) that the member no longer satisfies the classification
(Industry, Member Representative, Public, or Non-Industry) for which the member was
elected; and (b) that the member’s continued service as such would violate the
compositional requirements of the Nasdaq Listing and Hearing Review Council set forth
in Article V, Section 2. If the term of office of a Nasdaq Listing and Hearing Review
Council member terminates under this Section, and the remaining term of office of such
member at the time of termination is not more than six months, during the period of
vacancy the Nasdaq Listing and Hearing Review Council shall not be deemed to be in
violation of Article V, Section 2 by virtue of such vacancy.

Section 8. Filling of Vacancies

If a position on the Nasdaq Listing and Hearing Review Council becomes vacant,
whether because of death, disability, disqualification, removal, or resignation, the
Nominating Committee or the Member Nominating Committee (as applicable) shall
nominate, and the Board shall appoint a person satisfying the qualifications for the
position as provided in Article V, Section 2(a) to fill such vacancy, except that if the
remaining term of office for the vacant position is not more than six months, no
replacement shall be required.
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Section 9. Quorum and Voting

At all meetings of the Nasdaq Listing and Hearing Review Council, a quorum for
the transaction of business shall consist of a majority of the Nasdaq Listing and Hearing
Review Council, including one Non-Industry member and one Member Representative
member. In the absence of a quorum, a majority of the members present may adjourn the
meeting until a quorum is present.

Section 10. Meetings

The members of the Nasdaq Listing and Hearing Review Council may participate
in a meeting through the use of a conference telephone or other communications
equipment by means of which all persons participating in the meeting may hear one
another, and such participation in a meeting shall constitute presence in person at such
meeting for all purposes.

Article VI  NASDAQ REVIEW COUNCIL

Section 1. Appointment and Authority

The Board shall appoint a Nasdaq Review Council. The Nasdaq Review Council
may be authorized to act for the Board in a manner consistent with these By-Laws and
the Nasdaq Rules with respect to an appeal or review of a disciplinary proceeding, a
statutory disqualification proceeding, or a membership proceeding; a review of an offer
of settlement, a letter of acceptance, waiver, and consent, and a minor rule violation plan
letter; the exercise of exemptive authority; and such other proceedings or actions as may
be authorized by the Nasdaq Rules. The Nasdaq Review Council also may consider and
make recommendations to the Board on policy and rule changes relating to business and
sales practices of Nasdaq Members and associated persons and enforcement policies,
including policies with respect to fines and other sanctions. The Board may delegate
such other powers and duties to the Nasdaq Review Council as the Board deems
appropriate.

Section 2. Number of Members and Qualifications

The Nasdaq Review Council shall consist of no fewer than 12 and no more than
14 members. The Nasdaq Review Council shall include a number of Member
Representative members that is equal to at least 20 percent of the total number of
members of the Nasdaq Review Council. The number of Non-Industry members,
including at least three Public members, shall equal or exceed the sum of the number of
Industry members and Member Representative members. As soon as practicable
following the appointment of members, the Nasdaq Review Council shall elect a Chair
from among its members. The Chair shall have such powers and duties as may be
determined from time to time by the Nasdaq Review Council. The Board, by resolution
adopted by a majority of Directors then in office, may remove the Chair from such
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position at any time for refusal, failure, neglect, or inability to discharge the duties of
Chair.

Section 3. Nomination Process

The Secretary of the Company shall collect from each nominee for the office of
member of the Nasdaq Review Council such information as is reasonably necessary to
serve as the basis for a determination of the nominee’s qualifications and classification as
an Industry, Member Representative, Non-Industry, or Public member, and the Secretary
shall certify to the Nominating Committee or the Member Nominating Committee (as
applicable) each nominee’s qualifications and classification. After appointment to the
Nasdaq Review Council, each member shall update such information at least annually
and upon request of the Secretary, and shall report immediately to the Secretary any
change in such information.

Section 4. Term of Office

(a) Except as otherwise provided in this Article, each Nasdaq Review Council
member shall hold office for a term of three years or until a successor is duly appointed
and qualified, except in the event of earlier termination from office by reason of death,
resignation, removal, disqualification, or other reason.

(b) The Nasdaq Review Council shall be divided into three classes. The term of
office of those of the first class shall expire one year after the date of their appointment,
the term of office of those of the second class shall expire two years after the date of their
appointment, and the term of office of those of the third class shall expire three years
after the date of their appointment. After the expiration of the term of office of those in
the first class, members shall be appointed for terms of three years to replace those whose
terms expire.

(c) No member may serve consecutive terms, except that if a member is appointed
to fill a term of less than one year, such member may serve a single three-year term
following the expiration of such member’s initial term.

Section 5. Resignation

A member of the Nasdaq Review Council may resign at any time upon written
notice to the Board. Any such resignation shall take effect at the time specified therein,
or if the time is not specified, upon receipt thereof, and the acceptance of such
resignation, unless required by the terms thereof, shall not be necessary to make such
resignation effective.

Section 6. Removal

Any or all of the members of the Nasdaq Review Council may be removed from
office at any time for refusal, failure, neglect, or inability to discharge the duties of such
office by majority vote of the Board.
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Section 7. Disqualification

Notwithstanding Article VI, Section 4, the term of office of a Nasdaq Review
Council member shall terminate immediately upon a determination by the Board, by a
majority vote, (a) that the member no longer satisfies the classification (Industry,
Member Representative, Non-Industry, or Public) for which the member was elected; and
(b) that the member’s continued service as such would violate the compositional
requirements of the Nasdaq Review Council set forth in Article VI, Section 2. If the term
of office of a Nasdaq Review Council member terminates under this Section, and the
remaining term of office of such member at the time of termination is not more than six
months, during the period of vacancy the Nasdaq Review Council shall not be deemed to
be in violation of Article VI, Section 2 by virtue of such vacancy.

Section 8.  Filling of Vacancies

If a position on the Nasdaq Review Council becomes vacant, whether because of
death, disability, disqualification, removal, or resignation, the Nominating Committee or
the Member Nominating Committee (as applicable) shall nominate, and the Board shall
appoint a person satisfying the qualifications for the position as provided in Article VI,
Section 2 to fill such vacancy, except that if the remaining term of office for the vacant
position is not more than six months, no replacement shall be required.

Section 9. Quorum and Voting

At all meetings of the Nasdaq Review Council, a quorum for the transaction of
business shall consist of a majority of the Nasdaq Review Council, including not less
than 50 percent of the Non-Industry members of the Nasdaq Review Council and at least
one Member Representative member of the Nasdaq Review Council. In the absence of a
quorum, a majority of the members present may adjourn the meeting until a quorum is
present.

Section 10. Meetings

The members of the Nasdaq Review Council may participate in a meeting through
the use of a conference telephone or other communications equipment by means of which
all persons participating in the meeting may hear one another, and such participation in a
meeting shall constitute presence in person at such meeting for all purposes.

Section 11. Review Subcommittee

The Nasdaq Review Council shall appoint a Review Subcommittee to determine
whether disciplinary and membership proceedings decisions should be called for review
by the Nasdaq Review Council under the Nasdaq Rules and to perform any other function
authorized by the Nasdaq Rules. The Review Subcommittee shall be composed of no
fewer than two and no more than four members of the Nasdaq Review Council. The
number of Non-Industry members of the Review Subcommittee shall equal or exceed the
sum of the number of Industry members and Member Representative members of the
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Review Subcommittee, and the Review Subcommittee shall include at least one Member
Representative member. At all meetings of the Review Subcommittee, a quorum for the
transaction of business shall consist of not less than 50 percent of the members of the
Review Subcommittee, including not less than 50 percent of the Non-Industry members
of the Review Subcommittee and one Member Representative member of the Review
Subcommittee.

Article VIIT MISCELLANEOUS PROVISIONS

Section 1. Waiver of Notice

(a) Whenever notice is required to be given by law, the LLC Agreement or
these By-Laws, a waiver thereof by the Person or Persons entitled to such notice, whether
before or after the time stated therein, shall be deemed equivalent to notice. Neither the
business to be transacted at, nor the purpose of, any regular or special meeting of the
Board, or members of a committee, need be specified in any waiver of notice.

(b) Attendance of a Person at a meeting shall constitute a waiver of notice of
such meeting, except when the person attends a meeting for the express purpose of
objecting, at the beginning of the meeting, to the transaction of any business because the
meeting is not lawfully called or converied.

Section 2. Execution of Instruments, Contracts, etc.

(a) All checks, drafts, bills of exchange, notes, or other obligations or orders
for the payment of money shall be signed in the name of the Company by such officer or
officers or Person or Persons as the Board, or a duly authorized committee thereof, may
from time to time designate. Except as otherwise provided by law, the Board, any
committee given specific authority in the premises by the Board, or any committee given
authority to exercise generally the powers of the Board during intervals between meetings
of the Board may authorize any officer, employee, or agent, in the name of and on behalf
of the Company, to enter into or execute and deliver deeds, bonds, mortgages, contracts,
and other obligations or instruments, and such authority may be general or confined to
specific instances.

(b)  All applications, written instruments, and papers required by any
department of the United States government or by any state, county, municipal, or other
governmental authority may be executed in the name of the Company by any officer of
the Company, or, to the extent designated for such purpose from time to time by the
Board, by an employee or agent of the Company. Such designation may contain the
power to substitute, in the discretion of the person named, one or more other persons.

Article VIII AMENDMENTS: EMERGENCY BY-LAWS

Section 1. By the Company Member or Board
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These By-Laws may be altered, amended, or repealed, or new By-Laws may be
adopted, (i) by the written consent of the Company Member, or (ii) at any regular or
special meeting of the Board by a resolution adopted by the Board.

Section 2. Emergency By-Laws

The Board may adopt emergency By-Laws subject to repeal or change by action
of the Company Member which shall, notwithstanding any different provision of law, the
LLC Agreement, or these By-Laws, be operative during any emergency resulting from
any nuclear or atomic disaster, an attack on the United States or on a locality in which the
Company conducts is business or customarily holds meetings of the Board, any
catastrophe, or other emergency condition, as a result of which a quorum of the Board or
a committee thereof cannot readily be convened for action. Such emergency By-Laws
may make any provision that may be practicable and necessary under the circumstances
of the emergency.

ArticleIX EXCHANGE AUTHORITIES

Section 1. Rules

To promote and enforce just and equitable principles of trade and business, to
maintain high standards of commercial honor and integrity among Nasdaq Members, to
collaborate with governmental and other agencies in the promotion of fair practices and
the elimination of fraud, and in general to carry out the purposes of the Company and of
the Act, the Board is hereby authorized to adopt such rules and such amendments thereto
as it may, from time to time, deem necessary or appropriate. If any such rules or
amendments thereto are approved by the Commission or otherwise become effective as
provided in the Act, they shall become effective Nasdaq Rules as of the date of
Commission approval or effectiveness under the Act. The Board is hereby authorized,
subject to the provisions of these By-Laws and the Act, to administer, enforce, interpret,
issue exemptions from, suspend, or cancel any Rules adopted hereunder.

Section 2. Disciplinary Proceedings

(a) The Board is authorized to establish procedures relating to disciplinary
proceedings involving Nasdaq Members and their associated persons.

(b)  The Board is authorized to impose appropriate sanctions applicable to
Nasdaq Members, including censure, fine, suspension, or expulsion from membership,
suspension or bar from being associated with all Nasdaq Members, limitation of
activities, functions, and operations of a Nasdaq Member, or any other fitting sanction,
and to impose appropriate sanctions applicable to persons associated with Nasdaq
Members, including censure, fine, suspension, or barring a person associated with a
Nasdaq Member from being associated with all Nasdaq Members, limitation of activities,
functions, and operations of a person associated with a Nasdaq Member, or any other
fitting sanction, for:
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(1) a breach by a Nasdaq Member or a person associated with a Nasdaq
Member of any covenant with the Company or its members;

(i1) violation by a Nasdaq Member or a person associated with a Nasdaq
Member of any of the terms, conditions, covenants, and provisions of the By-
Laws, the Rules, or the federal securities laws, including the rules and regulations
adopted thereunder;

(ii1) failure by a Nasdaq Member or person associated with a Nasdaq
Member to: (A) submit a dispute for arbitration as may be required by the Rules;
(B) appear or produce any document in the Nasdag Member’s or person’s
possession or control as directed pursuant to the Rules; (C) comply with an award
of arbitrators properly rendered, where a timely motion to vacate or modify such
award has not been made pursuant to applicable law or where such a motion has
been denied; or (D) comply with a written and executed settlement agreement
obtained in connection with an arbitration or mediation submitted for disposition;
or

(iv) failure by a Nasdaq Member or person associated with a Nasdaq
Member to adhere to any ruling, order, direction, or decision of or to pay any
sanction, fine, or costs imposed by the Board or any entity to which the Board has
delegated its powers.

Section 3. Membership Qualifications

(a) The Board shall have authority to adopt rules and regulations applicable to
applicants seeking to become Nasdaq Members, Nasdaq Members, and persons
associated with applicants or Nasdaq Members, establishing specified and appropriate
standards with respect to the training, experience, competence, financial responsibility,
operational capability, and such other qualifications as the Board finds necessary or
desirable.

(b) The Board may from time to time make such changes in such rules,
regulations, and standards as it deems necessary or appropriate.

(c¢) Uniform standards for regulatory and other access issues, such as admission to
membership and conditions to becoming a Nasdaq market maker, shall be promulgated
and applied on a consistent basis, and the Company shall institute safeguards to ensure
fair and evenhanded access to all of its services and facilities.

Section 4. Fees, Dues. Assessments. and Other Charges

The Board shall have authority to fix and levy the amount of fees, dues,
assessments, and other charges to be paid by Nasdaq Members and issuers and any other
persons using any facility or system that the Company operates or controls; provided,
however, that such fees, dues, assessments, and other charges shall be equitably allocated
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among Nasdaq Members and issuers and any other persons using any facility or system
that the Company operates or controls.

Section 5. Authority to Take: Action Under Emergency or Extraordinary
Market Conditions

The Board, or such person or persons as may be designated by the Board, in the
event of an emergency or extraordinary market conditions, shall have the authority to
take any action regarding:

(a) the trading in or operation of the national securities exchange operated
by the Company or any other organized securities markets that may be operated
by the Company, the operation of any automated system owned or operated by the
Company, and the participation in any such system or any or all persons or the
trading therein of any or all securities; and

(b) the operation of any or all offices or systems of Nasdaq Members, if, in
the opinion of the Board or the person or persons hereby designated, such action
is necessary or appropriate for the protection of investors or the public interest or
for the orderly operation of the marketplace or the system.
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GENERAL PROVISIONS
0100. GENERAL PROVISIONS
0110. Adoption and Application of Rules
0111. Adoption of Rules
The following provisions are adopted pursuant to the By-Laws of Nasdaq.
0112. Effective Date
The Rules shall become effective as provided in the By-Laws.
0113. Interpretation

The Rules shall be interpreted in such manner as will aid in effectuating the
purposes and business of Nasdaq, and so as to require that all practices in connection with
the investment banking and securities businiess shall be just, reasonable and not unfairly
discriminatory.

0114. Reserved
0115. Applicability

(a) These Rules shall apply to all members and persons associated with a
member. Persons associated with a member shall have the same duties and obligations as
a member under these Rules.

(b) A member or person associated with a member, who has been expelled,
canceled or revoked from membership or from registration or who has been barred from
being associated with all members, shall cease to have any privileges of membership or
registration. A member or person associated with a member who has been suspended
from membership or registration shall also cease to have any privileges of membership or
registration other than those under the Code of Procedure as set forth in the Rule 9000
Series. In neither case shall such a member or person associated with a member be
entitled to recover any admission fees, dues, assessments or other charges paid to Nasdaq.

(c) A member or person associated with a member who has been suspended from
membership or from registration shall be considered as a non-member during the period
of suspension for purposes of applying the provisions of these Rules which govern
dealings between members and non-members. However, such member or person
associated with a member shall have all of the obligations imposed by the rules of the
Corporation.




0120. Definitions
When used in these Rules, unless the context otherwise requires:
(a) “Act”
The term “Act” means the Securities Exchange Act of 1934, as amended.
(b) “Association” or “NASD”

The terms “Association” and “NASD” mean, collectively, the National
Association of Securities Dealers, Inc. and its subsidiaries.

(c)”’By-Laws”
The term “By-Laws” means the By-Laws of Nasdaq.
(d) “Code of Procedure”

The term “Code of Procedure” means the procedural rules contained in the Rule
9000 Series.

(e) “Commission” or “SEC”

The terms “Commission” or “SEC” mean the Securities and Exchange
Commission (SEC), established pursuant to the Act.

(f) “Regulatory Contract”

The term “Regulatory Contract” means the regulatory services agreement
between Nasdaq and NASD Regulation, an affiliate of NASD, pursuant to which NASD
Regulation has agreed to perform certain regulatory functions on behalf of Nasdagq.

(g) “Customer”

The term “customer” shall not include a broker or dealer.

(h) “Security”

Unless the context requires otherwise, the term “security” shall mean a security
listed on Nasdaq or traded on Nasdaq pursuant to unlisted trading privileges.

(i) “Member” or “Nasdaq Member”

The terms “member” or “Nasdaq Member” mean any registered broker or dealer
that has been admitted to membership in Nasdaq. A Nasdaq Member is not a member of




Nasdaq within the meaning of the Delaware Limited Liability Company Act by reason of
being admitted to membership in Nasdag.

(j) “Nasdaq Regulation”

The term “Nasdaq Regulation” means the Department of Nasdaq that supervises
and administers the regulatory functions of Nasdaq, including the administration of any
regulatory services agreements with another self-regulatory organization to which
Nasdagq is a party.

(k) “Nasdaq”

The term “Nasdaq” means The NASDAQ Stock Market LLC.
(1) “NASD Regulation”

The term “NASD Regulation” means NASD Regulation, Inc.
(m) “Nasdaq Review Council”

The term ‘“Nasdaq Review Council”” means the committee authorized and directed
to act for the Board of Directors of Nasdaq in a manner consistent with the Rules and By-
Laws of Nasdaq with respect to (1) an appeal or review of a disciplinary proceeding; (2) a
statutory disqualification decision; (3) a review of a membership proceeding; (4) a review
of an offer of settlement, a letter of acceptance, waiver, and consent, and a minor rule
violation plan letter; (5) the exercise of exemptive authority; and (6) such other
proceedings or actions authorized by the Rules of Nasdagq.

(n) “Person”

The term “person” shall include any natural person, partnership, corporation,
association, or other legal entity.

(o) “Rules” or “Rules of Nasdaq”

The term “Rules” or “Rules of Nasdaq” means the numbered rules set forth in the
Nasdaq Manual beginning with the Rule 0100 Series, as adopted by the Nasdaq Board of
Directors pursuant to the By-Laws of the Nasdagq, as hereafter amended or supplemented,
and also includes the By-Laws and the Limited Liability Company Agreement of The
NASDAQ Stock Market LLC.

0121. Definitions in Nasdaq By-Laws
Unless the context otherwise requires, or unless otherwise defined in these Rules,

terms used in the Rules and interpretive material, if defined in the Nasdaq By-Laws, shall
have the meaning as defined in the Nasdaq By-Laws.




0130. Regulation of Nasdaq and Its Members

Nasdaq and NASD Regulation, an affiliate of NASD, are parties to the Regulatory
Contract pursuant to which NASD Regulation has agreed to perform certain functions
described in these Rules on behalf of Nasdaq. Nasdaq Rules that refer to Nasdaq
Regulation, Nasdaq Regulation staff, Nasdaq staff, and Nasdaq departments should be
understood as also referring to NASD staff, NASD Regulation staff, and NASD
departments acting on behalf of Nasdaq pursuant to the Regulatory Contract.

Notwithstanding the fact that Nasdaq has entered into the Regulatory Contract
with NASD Regulation to perform some of Nasdaq’s functions, Nasdaq shall retain
ultimate legal responsibility for, and control of, such functions.

In addition, Nasdaq has incorporated by reference certain NASD rules. Nasdaq
members shall comply with these rules and interpretations as if such rules and
interpretations were part of Nasdaq’s rules.

0140. Fingerprint-Based Background Checks of Employees and Independent
Contractors

(a) In order to enhance the physical security of the facilities, systems, data, and
information of Nasdaq and its affiliates (collectively, the “Nasdaq Entities”), it shail be
the policy of the Nasdaq Entities to conduct a fingerprint-based criminal records check of
(1) all prospective and current employees of the Nasdaq Entities, (ii) all prospective and
current independent contractors who have or are anticipated to have access to facilities of
the Nasdaq Entities for ten business days or longer, and (iii) all prospective and current
temporary employees who have or are anticipated to have access to facilities of the
Nasdaq Entities for ten business days or longer. The Nasdaq Entities shall apply this
policy in all circumstances where permitted by applicable law.

(b) The Nasdaq Entities shall submit fingerprint cards obtained pursuant to the
foregoing policy to the Attorney General of the United States or his or her designee for
identification and processing. The Nasdaq Entities shall at all times maintain the security
of fingerprint cards and information received from the Attorney General or his or her
designee.

(c) The Nasdaq Entities shall evaluate information received from the Attorney
General or his or her designee in accordance with the terms of a written fingerprint policy
and provisions of applicable law. A felony or serious misdemeanor conviction will be a
factor in considering whether to hire a prospective employee, take adverse employment
action with respect to a current employee, or deny prospective or current independent
contractors or temporary employees access to facilities of the Nasdaq Entities.

(d) A prospective employee who refuses to submit to fingerprinting shall be
denied employment by the Nasdaq Entities, and a prospective independent contractor or
temporary employee who refuses to submit to fingerprinting shall be denied access to




facilities of the Nasdaq Entities. A current employee, independent contractor, or
‘ temporary employee who refuses to submit to fingerprinting will be terminated following
notice and being given three opportunities to submit.
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1000. MEMBERSHIP, REGISTRATION AND QUALIFICATION
REQUIREMENTS

1001. Nasdaq Regulatory Contract with NASD Regulation

Nasdaq and NASD Regulation, an affiliate of NASD, are parties to the Regulatory
Contract, pursuant to which NASD Regulation has agreed to perform certain functions
described in the Rule 1000 Series on behalf of Nasdaq. Nasdaq Rules that refer to the
Nasdaq Regulation, Nasdaq Regulation staff, Nasdaq staff, and Nasdaq departments
should be understood as also referring to NASD staff, NASD Regulation staff and NASD
departments acting on behalf of Nasdaq pursuant to the Regulatory Contract.

Notwithstanding the fact that Nasdaq has entered into the Regulatory Contract
with NASD Regulation to perform some of Nasdaq’s functions, Nasdaq shall retain
ultimate legal responsibility for, and control of, such functions. In addition, Nasdaq has
incorporated by reference certain NASD rules. Nasdaq members shall comply with these
rules and interpretations as if such rules and interpretations were part of Nasdaq’s rules.

1002. Qualifications of Nasdaq Members and Associated Persons

(a) Persons Eligible to Become Nasdag Members and Associated Persons of
Nasdaq Members.

(1) Any registered broker or dealer shall be eligible for membership in
Nasdagq, except such registered brokers or dealers as are excluded under paragraph

(b).

(2) Any person shall be eligible to become an associated person of a
Nasdaq member, except such persons as are excluded under paragraph (b).

(b) Ineligibility of Certain Persons for Membership or Association

(1) Subject to such exceptions as may be explicitly provided elsewhere in
the Nasdaq Rules, no registered broker or dealer shall be admitted to membership,
and no Nasdaq member shall be continued in membership, if such broker, dealer,
or Nasdaq member fails or ceases to satisfy the qualification requirements
established by the Nasdaq Rules, or if such broker, dealer, or Nasdaq member is
or becomes subject to a statutory disqualification, or if such broker, dealer, or
Nasdaq member fails to file such forms as Nasdaq may require in accordance with
such process as Nasdaq may prescribe.

(2) Subject to such exceptions as may be explicitly provided elsewhere in
the Nasdaq Rules, no person shall become associated with a Nasdaq member,
continue to be associated with a Nasdaq member, or transfer association to
another Nasdaq member, if such person fails or ceases to satisfy the qualification
requirements established by the Nasdaq Rules, or if such person is or becomes
subject to a statutory disqualification; and no broker or dealer shall be admitted to
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membership, and no Nasdaq member shall be continued in membership, if any
person associated with it is ineligible to be an associated person under this
subsection.

(c) Payment of Fees, Dues, Assessrnents, and Other Charges by Members and
Associated Persons

(1) Fees, dues, assessments, and other charges shall be called and payable
by members and associated persons as determined by Nasdaq from time to time

(2) Each Nasdaq member or associated person shall promptly furnish all
information or reports requested by Nasdaq in connection with the determination
of the amount of fees, dues, assessments, or other charges owed.

(d) Reinstatement of Membership or Registration. Any membership or
registration suspended or canceled under the Nasdaq Rules may be reinstated by Nasdaq
upon such terms and conditions as are permitted under the Act and the Nasdaq Rules;
provided, however, that any applicant for reinstatement of membership or registration
shall possess the qualifications required for membership or registration in Nasdag.

() Membership in a Registered Securities Association or Another Registered
Exchange. As a condition to maintaining membership in Nasdaq, members shall at all
times maintain membership in a registered securities association or another registered
exchange. Nasdaq members that transact business with customers shall at all times be
members of the NASD.

IM-1002-1. Filing of Misleading Information as to Membership or Registration

The filing with Nasdaq of information with respect to membership or registration
as a Registered Representative which is incomplete or inaccurate so as to be misleading,
or which could in any way tend to mislead, or the failure to correct such filing after notice
thereof, may be deemed to be conduct inconsistent with just and equitable principles of
trade and when discovered may be sufficient cause for appropriate disciplinary action.

IM-1002-2. Status of Sole Proprietors and Registered Representatives Serving in
the Armed Forces

Any Registered Representative of a member who volunteers or is called into the
Armed Forces of the United States shall be placed, after proper notification to Nasdagq,
upon inactive status and need not be re-registered by such member upon his or her return
to active employment with the member.

Any member (Sole Proprietor) who temporarily closes his or her business by
reason of volunteering or being called into the Armed Forces of the United States, shall
be placed, after proper notification to the Executive Office, on inactive status until his or
her return to active participation in the investment banking and securities business.




A Registered Representative who is placed on inactive status as set forth above
shall not be included within the definition of "Personnel” for purposes of calculating any
dues or assessments that must be paid by members.

Any member placed on inactive status as set forth above shall not be required to
pay any dues or assessments during the pendency of such inactive status and shall not be
required to pay any admission fee that is otherwise required upon return to active
participation in the investment banking and securities business.

A Registered Representative who is placed on inactive status as set forth above
shall not be required to complete either of the Regulatory or Firm Elements of the
continuing education requirements set forth in Rule 1120 during the pendency of such
inactive status.

IM-1002-3. Failure to Register Personnel

The failure of any member to register an employee, who should be so registered,
as a Registered Representative may be deemed to be conduct inconsistent with just and
equitable principles of trade and when discovered may be sufficient cause for appropriate
disciplinary action.

IM-1002-4. Branch Offices and Offices of Supervisory Jurisdiction

Each member is under a duty to insure that its membership application with
Nasdaq is kept current at all times by supplementary amendments to its original
application and that any offices other than the main office are properly designated and
registered, if required, with Nasdagq.

Each member must designate to Nasdaq those offices of supervisory jurisdiction,
including the main office, and must register those offices which are deemed to be branch
offices in accordance with the standards set forth in Nasdaq Rule 3010.

1010. Membership Proceedings
1011. Definitions

Unless otherwise provided, terms used in the Rule 1000 Series shall have the
meaning as defined in Rule 0120.

(a) "Applicant"
The term "Applicant" means a person that applies for membership in Nasdaq
under Rule 1013 or a member that files an application for approval of a change in

ownership, control, or business operations under Rule 1017.

(b) "Associated Person”




The term "Associated Person" means any partner, officer, director, or branch
manager of a Nasdaq member or Applicant (or person occupying a similar status or
performing similar functions), any person directly or indirectly controlling, controlled by,
or under common control with such Nasdaq member or Applicant, or any employee of
such Nasdaq member or Applicant, except that any person associated with a Nasdaq
member or Applicant whose functions are solely clerical or ministerial shall not be
included in the meaning of such term for purposes of the Nasdaq Rules.

(c) "Department"

The term "Department" means the Nasdaq Membership Department located
within Nasdaq Regulation.

(d) "Director"

The term "Director” means a member of the Nasdaq Board.

(e) "Interested Nasdaq Staff"

The term "Interested Nasdaq Staff" means an employee who directly participates
in a decision under Rule 1014 or 1017, an employee who directly supervises an employee
with respect to such decision, an employee who conducted an investigation or

examination of a member that files an application under Rule 1017, and the head of the
Department.

(f) "investment banking or securities business"

The term “investment banking or securities business” means the business, carried
on by a broker or dealer, of underwriting or distributing issues of securities, or of
purchasing securities and offering the same for sale as a dealer, or of purchasing and
selling securities upon the order and for the account of others.

(g) "material change in business operations"

The term "material change in business operations" includes, but is not limited to:

(1) removing or modifying a membership agreement restriction;

(2) market making, underwriting, or acting as a dealer for the first time;
and

(3) adding business activities that require a higher minimum net capital
under SEC Rule 15¢3-1;

(h) "Nasdaq Board"

The term "Nasdaq Board" means the Board of Directors of Nasdagq.

(i) "principal place of business"




The term "principal place of business" means the executive office from which the
sole proprietor or the officers, partners, or managers of the Applicant direct, control, and
coordinate the activities of the Applicant, unless the Department determines that the
principal place of business is where: (1) the largest number of Associated Persons of the
Applicant are located; or (2) the books and records necessary to provide information and
data to operate the business and comply with applicable rules are located.

(j) “registered broker or dealer”

The term “registered broker or dealer” means any registered broker or dealer, as
defined in Section 3(a)(48) of the Act, that is registered with the Commission under the
Act.

(k) “Representative”

The term “Representative’” means an Associated Person of a registered broker or
dealer, including assistant officers other than principals, who is engaged in the investment
banking or securities business for the member including the functions of supervision,
solicitation or conduct of business in securities or who is engaged in the training of
persons associated with a broker or dealer for any of these functions are designated as
representatives. As provided in Rule 1031, all Representatives of Nasdaq Members are
required to be registered with Nasdaq, and Representatives that are so registered are
referred to herein as “Registered Representatives.”

(k) "sales practice event

The term "sales practice event" means any customer complaint, arbitration, or
civil litigation that has been reported to the Central Registration Depository, currently is
required to be reported to the Central Registration Depository, or otherwise has been
reported to Nasdaq.

(1) "Subcommittee"

The term "Subcommittee" means a subcommittee of the Nasdaq Review Council
that is constituted pursuant to Rule 1015 to conduct a review of a Department decision
issued under the Rule 1010 Series.

(m) “statutory disqualification”

The term “statutory disqualification” shall have the meaning set forth in Section
3(a)(39) of the Act.

1012. General Provisions

(a) Filing by Applicant or Service by Nasdaq



(1) An Applicant may file an application or any document or information
requested under the Rule 1010 Series by first-class mail, overnight courier, or
hand delivery. If the Department and the Applicant agree, the Applicant also may
file a requested document or information by facsimile.

(2) Nasdaq shall serve a notice or decision issued under the Rule 1010
Series by first-class mail on the Applicant or its counsel, unless a Rule specifies a
different method of service.

(3) Service by Nasdaq or filing by an Applicant shall be deemed complete
as follows:

(A) Service or filing by first-class mail shall be deemed complete
on the date of postmark;

(B) Service or filing by overnight courier shall be deemed
complete on the date of delivery to the overnight courier as specified in
the airbill;

(C) Service or filing by hand delivery shall be deemed complete
on the date of receipt as evidenced by a date stamp; and

(D) Service or filing by facsimile shall be deemed complete on the
date specified in the document and on the written confirmation of
transmission.

(b) Lapse of Application

(1) Absent a showing of gocd cause, an application filed under Rule 1013
or 1017 shall lapse if an Applicant fails to:

(A) respond fully within 60 days after service of an initial written
request for information or documents under Rule 1013, within 30 days
after service of an initial written request for information or documents
under Rule 1017, within 30 days after service of a subsequent written
request for information or documents under Rule 1013 or 1017, or within
such other time period agreed to by the Department and the Applicant;

(B) appear at or otherwise participate in a scheduled membership
interview pursuant to Rule 1013(b) or 1017(f); or

(C) file an executed membership agreement under Rule 1014(d) or
Rule 1017(g)(4) within 25 days after service of the agreement, or within
such other period agreed to by the Department and the Applicant.

(2) If an Applicant wishes to continue to seek membership or approval of
a change in ownership, control, or business operations, then the Applicant shall be



required to submit a new application under Rule 1013 or 1017, respectively, and
‘ any required fee. Nasdaq shall not refund any fee for a lapsed application.

(¢) Ex Parte Communications

(1) The prohibitions against ex parte communications shall become
effective when Nasdaq staff has knowledge that an Applicant intends to file a
written request for review by the Nasdaq Review Council under Rule 1015.

(2) Unless on notice and opportunity for an Applicant and Interested
Nasdagq Staff to participate, or to the extent required for the disposition of ex parte
matters as authorized by the Nasdaq Rules:

(A) an Applicant, a counsel or representative of an Applicant, or
an Interested Nasdaq Staff shall not make or knowingly cause to be made
an ex parte communication relevant to the merits of a membership
proceeding under the Rule 1010 Series to a Director, a member of the
Nasdaq Review Council or a Subcommittee thereof, or a Nasdaq
employee who is participating or advising in a decision of such a person
with respect to that proceeding; and

(B) a Director, a member of the Nasdaq Review Council or a
Subcommittee thereof, or a Nasdaq employee who is participating or
. advising in the decision of such a person with respect to a membership
proceeding shall not make or knowingly cause to be made to an Applicant,
a counsel or representative of the Applicant, or an Interested Nasdaq Staff
an ex parte communication relevant to the merits of that proceeding.

(3) A Director, a member of the Nasdaq Review Council or a
Subcommittee thereof, or a Nasdaq employee participating or advising in the
decision of such a person, who receives, makes, or knowingly causes to be made a
communication prohibited by this paragraph shall place in the record of the
membership proceeding:

(A) all such written communications;

(B) memoranda stating the substance of all such oral
communications; and

(C) all written responses and memoranda stating the substance of
all oral responses to all such communications.

(d) Recusal or Disqualification
A Director or a member of the Nasdaq Review Council or a Subcommittee

. thereof shall not participate in a matter governed by the Rule 1010 Series as to which that
person has a conflict of interest or bias, or if circumstances otherwise exist where his or



her fairness might reasonably be questioned. In such a case, the person shall recuse
. himself or shall be disqualified as follows:

(1) The Chair of the Nasdaq Board shall have authority to direct the
disqualification of a Director, and a majority of the Directors of the Nasdaq Board
excluding the Chair shall have authority to direct the disqualification of the Chair
of the Nasdaq Board.

(2) The Chair of the Nasdag Review Council shall have authority to direct
the disqualification of a member of the Nasdaq Review Council or a member of a
Subcommittee appointed pursuant to Rule 1015, and the Vice Chair of the Nasdaq
Review Council shall have authority to direct the disqualification of the Chair of
the Nasdaq Review Council.

(¢) Computation of Time
(1) Calendar Day
In the Rule 1010 Series, "day" means calendar day.
(2) Formula

In computing a period of time under the Rule 1010 Series, the day of the
. act, event, default, or lapse from which the period of time designated begins to
run shall not be included. The last day of the period so computed shall be
included unless it is a Saturday, Sunday, or Federal holiday, in which event the
period runs until the end of the next day that is not a Saturday, Sunday, or Federal
holiday. Intermediate Saturdays, Sundays, and Federal holidays shall be excluded
from the computation when the period prescribed is ten days or less.

(f) Similarity of Membership Names

(1) No person or firm shall be admitted to or continued in membership in
Nasdagq if such person or firm has a name that is identical to the name of another
Nasdaq member appearing in the membership role of Nasdaq or a name so similar
to any such name as to tend to confuse or mislead.

(2) No Nasdag member may change its name without prior approval of
Nasdag.

(g) Resignation of Nasdaq Members

Membership in Nasdaq may be voluntarily terminated only by formal resignation.
Resignations of Nasdaq members must be filed via electronic process or such other
process as Nasdaq may prescribe and addressed to Nasdag. Any Nasdaq member may
. resign from Nasdaq at any time. Such resignation shall not take effect until 30 days after
receipt thereof by Nasdaq and until all indebtedness due Nasdaq from such Nasdaq



member shall have been paid in full and so long as any complaint or action is pending
against the Nasdaq member under the Nasdaq Rules. Nasdaq, however, may in its
discretion declare a resignation effective at any time.

(h) Retention of Jurisdiction

A resigned Nasdaq member or a Nasdaq member that has had its membership
canceled or revoked shall continue to be subject to the filing of a complaint under the
Nasdaq Rules based upon conduct that commenced prior to the effective date of the
Nasdaq member’s resignation from Nasdaq or the cancellation or revocation of its
membership. Any such complaint, however, shall be filed within six years after the
effective date of resignation, cancellation, or revocation.

(i) Transfer and Termination of Membership

(1) Except as provided hereinafter, no member of Nasdaq may transfer its
membership or any right arising therefrom; the membership of a corporation,
partnership, or any other business organization that is a member of Nasdaq shall
terminate upon its liquidation, dissolution, or winding up; and the membership of
a sole proprietorship that is a Nasdaq member shall terminate at death, provided
that all obligations of membership under the Nasdaq Rules have been fulfilled.

(2) The consolidation, reorganization, merger, change of name, or similar
change in any corporate Nasdaq member shall not terminate the membership of
such corporate Nasdaq member, provided that the Nasdaq member or surviving
corporation, if any, shall be deemed a successor to the business of the corporate
Nasdaq member, and the Nasdaq member or the surviving organization shall
continue in the investment banking or securities business, and shall possess the
qualifications for membership in Nasdaq. The death, change of name, withdrawal
of any partner, the addition of any new partner, reorganization, consolidation, or
any change in the legal structure of a partnership Nasdaq member shall not
terminate the membership of such partnership Nasdaq member, provided that the
Nasdaq member or surviving organization, if any, shall be deemed a successor to
the business of the partnership Nasdaq member, and the Nasdaq member or
surviving organization shall possess the qualifications for membership in Nasdaq.
If the business of any predecessor Nasdaq member is to be carried on by an
organization deemed to be a successor organization by Nasdagq, the membership
of such predecessor Nasdaq member shall be extended to the successor
organization subject to the notice and application requirements of the Nasdaq
Rules and the right of Nasdaq to place restrictions on the successor organization
pursuant to the Nasdaq Rules; otherwise, any surviving organization shall be
required to satisfy all of the membership application requirements of the Nasdaq
Rules.

(i) Registration of Branch Offices.
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(1) Each branch office of a member of Nasdaq shall be registered with and

listed upon the membership roll of Nasdaq, and shall pay such dues, assessments,
and other charges as shall be fixed from time to time under the Nasdaq Rules.

(2) Each member of Nasdaq shall promptly advise Nasdaq via electronic

process or such other process as Nasdaq may prescribe of the opening, closing,
relocation, change in designated supervisor, or change in designated activities of
any branch office of such Nasdaq member not later than 30 days after the
effective date of such change.

1013. New Member Application and Interview

(a) Filing of Application

(1) Where to File

An Applicant for Nasdaq membership shall file its application with the

Department in accordance with this Rule.

(2) Contents
The application shall include:

(A) a copy of the Applicant’s current Form BD;

(B) an original Nasdag-approved fingerprint card for each
Associated Person who will be subject to SEC Rule 17f-2 and for whom a
fingerprint card has not been filed with another self-regulatory
organization;

(C) Reserved

(D) a check for such fee as may be required under the Nasdaq
Rules;

(E) business information that describes the Applicant’s operations
and that includes:

(i) atrial balance and computation of net capital, each of
which has been prepared as of a date that is within 30 days before
the filing date of the application;

(i) Reserved

(iii) an organizational chart;

(iv) the intended location of the Applicant's principal place
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of business and all other offices, if any, whether or not such offices
would be required to be registered under the Nasdaq Rules, and the
names of the persons who will be in charge of each office;

(v) alist of the types of securities to be offered and sold
and the types of retail or institutional customers to be solicited,;

(vi) Reserved
(vii) Reserved

(viii) the number of markets to be made, if any, the type
and volatility of the products, and the anticipated maximum
inventory positions;

(ix) Reserved

(x) any plan to distribute or maintain securities products in
proprietary positions, and the risks, volatility, degree of liquidity,
and speculative nature of the products; and

(xi) Reserved

(xi1) a description of the communications and operational
systems the Applicant will employ to conduct business with
customers or other members and the plans and procedures the
Applicant will employ to ensure business continuity, including:
system capacity to handle the anticipated level of usage;
contingency plans in the event of systems or other technological or
communications problems or failures that may impede customer
usage or firm order entry or execution; system redundancies;
disaster recovery plans; system security; disclosures to be made to
potential and existing customers who may use such systems; and
supervisory or customer protection measures that may apply to
customer use of, or access to, such systems;

(F) acopy of any decision or order by a federal or state authority
or self-regulatory organization taking permanent or temporary adverse
action with respect to a registration or licensing determination regarding
the Applicant or an Associated Person;

(G) Reserved

(H) documentation of any of the following events, unless the event
has been reported to the Central Registration Depository:

(i) aregulatory action against or investigation of the
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Applicant or an Associated Person by the Commission, the
Commodity Futures Trading Commission, a federal, state, or
foreign regulatory agency, or a self-regulatory organization that is
pending, adjudicated, or settled;

(i) an investment-related civil action for damages or an
injunction against the Applicant or an Associated Person that is
pending, adjudicated, or settled;

(iii) an investment-related customer complaint or
arbitration that is required to be reported on Form U-4;

(iv) a criminal action (other than a minor traffic violation)
against the Applicant or an Associated Person that is pending,
adjudicated, or that has resulted in a guilty or no contest plea; and

(v) acopy of any document evidencing a termination for
cause or a permitted resignation after investigation of an alleged
violation of a federal or state securities law, a rule or regulation
thereunder, a self-regulatory organization rule, or an industry
standard of conduct;

(I) a description of any remedial action, such as special training,
continuing education requirements, or heightened supervision, imposed on
an Associated Person by a state or federal authority or self-regulatory
organization;

(J) a written acknowledgment that heightened supervisory
procedures and special educational programs may be required pursuant to
NASD Notice to Members 97-19 (as incorporated by reference into
Nasdaq IM-3010) for an Associated Person whose record reflects
disciplinary actions or sales practice events;

(K) a copy of final or proposed contracts with banks, clearing
entities, or service bureaus, and a general description of any other final or
proposed contracts;

(L) adescription of the nature and source of Applicant's capital
with supporting documentation, the risk to net capital presented by the
Applicant's proposed business activities, and any arrangement for
additional capital should a business need arise;

(M) a description of the financial controls to be employed by the
Applicant;

(N) a description of the Applicant's supervisory system and a copy
of its written supervisory procedures;
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(O) adescription of the number, experience, and qualifications of
supervisors and principals and the number, experience, and qualifications
of persons to be supervised by such personnel;

(P) Reserved
(Q) Reserved

(R) a Web CRD entitlement request form and a Member Contact
Questionnaire user access request form;

(S) a copy of the Applicant’s most recent “FOCUS Report” (Form
X-17A-5) filed with the SEC pursuant to SEC Rule 17a-5 (the most
current Parts I, 11, and 11, as applicable);

(T) an agreement to comply with the federal securities laws, the
rules and regulations thereunder, the Nasdaq Rules, and all rulings, orders,
directions, and decisions issued and sanctions imposed under the Nasdaq
Rules;

(U) an agreement to pay such dues, assessments, and other charges
in the manner and amount as from time to time shall be fixed pursuant to
the Nasdaq Rules; and

(V) such other reasonable information with respect to the applicant
as Nasdaq may require.

Each Applicant and Nasdaq member shall ensure that its membership application
with Nasdaq is kept current at all times by supplementary amendments via
electronic process or such other process as Nasdaq may prescribe. Such
amendments to the application shall be filed with Nasdaq not later than 30 days
after the applicant or Nasdaq member learns of the facts or circumstances giving
rise to the amendment.

(3) Electronic Filings

Upon approval of the Applicant's Web CRD entitlement request form, the
Applicant shall submit its Forms U4 for each Associated Person who is required
to be registered under the Rules, any amendments to its Forms BD or U4, and any
Form US$ electronically via Web CRD. Upon approval of the Applicant's
membership, the Applicant shall submit any amendments to its Member Contact
Questionnaire electronically.

(4) Rejection of Application That Is Not Substantially Complete
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If the Department determines within 30 days afier the filing of an
application that the application is not substantially complete, the Department may
reject the application and deem it not to have been filed. In such case, within the
30 day period, the Department shall serve a written notice on the Applicant of the
Department's determination and the reasons therefor. Nasdaq shall refund the
application fees, if any, in accordance with the provisions of the Nasdaq Rules
governing such fees. If the Applicant determines to continue to seek membership,
the Applicant shall submit a new application and any required fee under this Rule.

(5) Request For Additional Documents Or Information

Within 30 days after the filing of an application, the Department shall
serve an initial request for any additional information or documents necessary to
render a decision on the application. The Department may serve subsequent
requests for additional information or documents at any time during the
membership application process.

Unless otherwise agreed by the Department and the Applicant, the
Applicant shall file any additional information and documents with the
Department within 60 days after service of the Department's initial request and 30
days after service of any subsequent request.

(6) Applicants That Are Members of an Association or Another
Exchange

(A) Applicants for Nasdaq membership that are also
simultaneously applying for NASD membership may file one application
with the NASD in compliance with the NASD Rule 1010 Series; however,
Nasdaq will not take action on the application for Nasdaq membership
until the applicant is an active member of the NASD.

(B) Applicants that are members of another registered national
securities exchange or association must submit a complete application
form containing all of the required items of information listed in Rule
1013(a)(2).

(C) An applicant that is an approved NASD member shall have the
option to apply to become a Nasdaq member and to register with Nasdaq
all associated persons of the firm whose registrations with the firm are
approved with the NASD in categories recognized by Nasdaq rules
through an expedited process by submitting a Waive-in Membership
Application Form and a Nasdaq Membership Agreement.

(b) Membership Interview

(1) Requirement for Interview
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Before the Department serves its decision on an application for new
membership in Nasdaq, the Department shall conduct a membership interview
with a representative or representatives of the Applicant.

(2) Service of Notice

At least seven days before the membership interview, the Department
shall serve on the Applicant a written notice that specifies the date and time of the
interview and the representative or representatives of the Applicant who are
required to participate in the interview. The Department shall serve the notice by
facsimile or overnight courier. The Applicant and the Department may agree to a
shorter or longer period for notice or a different method of service under this
subparagraph.

(3) Time

Unless the Department directs otherwise for good cause shown, a
membership interview shall be scheduled to occur within 90 days after the filing
of an application or within 60 days after the filing of all additional information or
documents requested, whichever is later.

(4) Place

The membership interview shall be conducted in a location specified by
Nasdagqg.

(5) Updated Financial Documents

On or before the date of the membership interview, an Applicant shall file
an updated trial balance and computation of net capital. The Applicant shall
prepare such documents as of a date that is within 45 days before the date of the
membership interview, unless the Applicant and the Department agree on a longer
period. The Applicant shall promptly notify the Department in writing of any

. material adverse change in its financial condition that occurs before a decision
constituting final action of Nasdaq is served on the Applicant.

(6) Review of Standards for Admission

During the membership interview, the Department shall review the
application and the standards for admission to membership with the Applicant's
representative or representatives.

(7) Information From Other Sources

During the membership interview, the Department shall provide to the

Applicant's representative or representatives any information or document that the
Department has obtained from the Central Registration Depository or a source
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other than the Applicant and upon which the Department intends to base its
decision under Rule 1014. If the Department receives such information or
document after the membership interview or decides to base its decision on such
information after the membership interview, the Department shall promptly serve
the information or document and an explanation thereof on the Applicant.

1014. Department Decision
(a) Standards for Admission

After considering the application, the membership interview, other information
and documents provided by the Applicant, other information and documents obtained by
the Department, and the public interest and the protection of investors, the Department
shall determine whether the Applicant meets each of the following standards:

(1) The application and all supporting documents are complete and
accurate.

(2) The Applicant and its Associated Persons have all licenses and
registrations required by state and federal authorities and self-regulatory
organizations.

(3) The Applicant and its Associated Persons are capable of complying
with the federal securities laws, the rules and regulations thereunder, and the
Nasdaq Rules, including observing high standards of commercial honor and just
and equitable principles of trade. In determining whether this standard is met, the
Department shall take into consideration whether:

(A) a state or federal authority or self-regulatory organization has
taken permanent or temporary adverse action with respect to a registration
or licensing determination regarding the Applicant or an Associated
Person;

(B) an Applicant's or Associated Person's record reflects a sales
practice event, a pending arbitration, or a pending private civil action;

(C) an Applicant or Associated Person is the subject of a pending,
adjudicated, or settled regulatory action or investigation by the
Commission, the Commodity Futures Trading Commission, a federal,
state, or foreign regulatory agency, or a self-regulatory organization; an
adjudicated, or settled investment-related private civil action for damages
or an injunction; or a criminal action (other than a minor traffic violation)
that is pending, adjudicated, or that has resulted in a guilty or no contest
plea; or an Applicant, its control persons, principals, registered
representatives, other Associated Persons, any lender of 5% or more of the
Applicant's net capital, or any other member with respect to which any of
these persons is or was a control person or a 5% lender of its net capital is
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subject to unpaid arbitration awards, other adjudicated customer awards,
or unpaid arbitration settlements;

(D) an Associated Person was terminated for cause or permitted to
resign after an investigation of an alleged violation of a federal or state
securities law, a rule or regulation thereunder, a self-regulatory
organization rule, or industry standard of conduct;

(E) a state or federal authority or self-regulatory organization has
imposed a remedial action, such as special training, continuing education
requirements, or heightened supervision, on an Associated Person; and

(F) a state or federal authority or self-regulatory organization has
provided information indicating that the Applicant or an Associated
Person otherwise poses a threat to public investors.

(4) The Applicant has established all contractual or other arrangements
and business relationships with banks, clearing corporations, service bureaus, or
others necessary to:

(A) initiate the operations described in the Applicant's application,
considering the nature and scope of operations and the number of
personnel; and

(B) comply with the federal securities laws, the rules and
regulations thereunder, and the Nasdaq Rules.

(5) The Applicant has or has adequate plans to obtain facilities that are
sufficient to:

(A) initiate the operations described in the Applicant's application,
considering the nature and scope of operations and the number of
personnel; and

(B) comply with the federal securities laws, the rules and
regulations thereunder, and the Nasdaq Rules.

(6) The communications and operational systems that the Applicant
intends to employ for the purpose of conducting business with customers and
other members are adequate and provide reasonably for business continuity in
each area set forth in Rule 1013(a)(2}(E)(xii);

(7) The Applicant is capable of maintaining a level of net capital in excess
of the minimum net capital requirements set forth in SEC Rule 15¢3-1 adequate to
support the Applicant's intended business operations on a continuing basis, based
on information filed under Rule 1013. The Department may impose a reasonably
determined higher net capital requirement for the initiation of operations after
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considering:

(A) the amount of net capital sufficient to avoid early warning
level reporting requirements, such as SEC Rule 17a-11;

(B) the amount of capital necessary to meet expenses net of
revenues for at least twelve months, based on reliable projections agreed
to by the Applicant and the Department;

(C) any planned market making activities, the number of markets
to be made, the type and volatility of products, and the anticipated
maximum inventory positiors;

(D) any plan to enter into other contractual commitments, such as
underwritings or other securities-related activities;

(E) any plan to distribute or maintain securities products in
proprietary positions, and the risks, volatility, degree of liquidity, and
speculative nature of the products; and

(F) any other activity that the Applicant will engage in that
reasonably could have a material impact on net capital within the first
twelve months of business operations.

(8) The Applicant has financial controls to ensure compliance with the
federal securities laws, the rules and regulations thereunder, and the Nasdaq
Rules.

(9) The Applicant has compliance, supervisory, operational, and internal
control practices and standards that are consistent with practices and standards
regularly employed in the investment banking or securities business, taking into
account the nature and scope of Applicant's proposed business.

(10) The Applicant has a supervisory system, including written
supervisory procedures, internal operating procedures (including operational and
internal controls), and compliance procedures designed to prevent and detect, to
the extent practicable, violations of the federal securities laws, the rules and
regulations thereunder, and the Nasdaq Rules. In evaluating the adequacy of a
supervisory system, the Department shall consider the overall nature and scope of
the Applicant's intended business operations and shall consider whether:

(A) the number, location, experience, and qualifications of
supervisory personnel are adequate in light of the number, location,
experience, and qualifications of persons to be supervised; the Central
Registration Depository record or other disciplinary history of supervisory
personnel and persons to be supervised; and the number and locations of
the offices that the Applicant intends to open and the nature and scope of
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business to be conducted at each office;

(B) the Applicant has identified specific Associated Persons to
supervise and discharge each of the functions in the Applicant's business
plan, and to supervise each of the Applicant's intended offices, whether or
not such offices are required to be registered under the Nasdaq Rules;

(C) the Applicant has identified the functions to be performed by
each Associated Person and has adopted procedures to assure the
registration with Nasdaq and applicable states of all persons whose
functions are subject to such registration requirements;

(D) each Associated Person identified in the business plan to
discharge a supervisory function has at least one year of direct experience
or two years of related experience in the subject area to be supervised;

(E) the Applicant will solicit retail or institutional business;
(F) the Applicant will recommend securities to customers;

(G) the location or part-time status of a supervisor or principal will
affect such person's ability to be an effective supervisor;

(H) the Applicant should be required to place one or more
Associated Persons under heightened supervision pursuant to NASD
Notice to Members 97-19 (as incorporated by reference into Nasdaq IM-
3010);

(I) any remedial action, such as special training or continuing
education requirements or heightened supervision, has been imposed on an
Associated Person by a state or federal authority or self-regulatory
organization; and

(J) any other condition that will have a material impact on the
Applicant's ability to detect and prevent violations of the federal securities
laws, the rules and regulations thereunder, and the Nasdaq Rules.

(11) The Applicant has a recordkeeping system that enables Applicant to
comply with federal, state, and self-regulatory organization recordkeeping
requirements and a staff that is sufficient in qualifications and number to prepare
and preserve required records.

(12) The Applicant has completed a training needs assessment and has a
written training plan that complies with the continuing education requirements
imposed by the federal securities laws, the rules and regulations thereunder, and
the Nasdaq Rules.



(13) Nasdaq does not possess any information indicating that the
Applicant may circumvent, evade, or otherwise avoid compliance with the federal
securities laws, the rules and regulations thereunder, or the Nasdaq Rules.

(14) The application and all supporting documents otherwise are
consistent with the federal securities laws, the rules and regulations thereunder,
and the Nasdaq Rules.

(15) The Applicant is a member of another registered securities exchange
or association. An Applicant that will transact business with the public must be a
member of the NASD.

(b) Granting or Denying Application

(1) Inreviewing an application for membership, the Department shall
consider whether the Applicant and its Associated Persons meet each of the
standards in paragraph (a). Where the Department determines that the Applicant

- or its Associated Persons are the subject of any of the events set forth in Rule
1014(a)(3)(A) and (C) through (E), a presumption exists that the application
should be denied. The Applicant may overcome the presumption by
demonstrating that it can meet each of the standards in paragraph (a),
notwithstanding the existence of any of the events set forth in Rule 1014(a)(3)(A)
and (C) through (E).

(2) If the Department determines that the Applicant meets each of the
standards in paragraph (a), the Department shall grant the application for

membership.

(3) If the Department determines that the Applicant does not meet one or
more of the standards in paragraph (a) in whole or in part, the Department shall:

(A) grant the application subject to one or more restrictions
reasonably designed to address a specific financial, operational,
supervisory, disciplinary, investor protection, or other regulatory concern
based on the standards for admission in Rule 1014(a); or

(B) deny the application.

(¢) Decision

(1) Time

The Department shall serve a written decision on the membership
application within 30 days after the conclusion of the membership interview or

after the filing of additional information or documents, whichever is later.

(2) Content
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[f the Department denies the application, the decision shall explain in
detail the reason for denial, referencing the applicable standard or standards in
paragraph (a). If the Department grants the application subject to restrictions, the
decision shall explain in detail the reason for each restriction, referencing the
applicable standard or standards in paragraph (a) upon which the restriction is
based and identify the specific financial, operational, supervisory, disciplinary,
investor protection, or other regulatory concern that the restriction is designed to
address and the manner in which the restriction is reasonably designed to address
the concern.

(3) Failure to Serve Decision

If the Department fails to serve a decision within 180 days after the filing
of an application or such later date as the Department and the Applicant have
agreed in writing, the Applicant may file a written request with the Nasdaq Board
requesting that the Nasdaq Board direct the Department to serve a decision.
Within seven days after the filing of such a request, the Nasdaq Board shall direct
the Department to serve its written decision immediately or to show good cause
for an extension of time. If the Department shows good cause for an extension of
time, the Nasdaq Board may extend the 180-day time limit by not more than 90
days.

(d) Submission of Membership Agreement
If the Department grants an application, with or without restriction, the
Applicant's approval for membership shall be contingent upon the Applicant's filing of an
executed written membership agreement, satisfactory to the Department, undertaking to:
(1) abide by any restriction specified in the Department's decision; and
(2) obtain the Department's approval of a change in ownership, control, or
business operations pursuant to Rule 1017, including the modification or removal

of a membership agreement restriction.

The Applicant shall not waive the right to file a written request for review under
Rule 1015 by executing a membership agreement under this paragraph.

(e) Service and Effectiveness of Decision

The Department shall serve its decision and the membership agreement on the
Applicant in accordance with Rule 1012. The decision shall become effective upon
service and shall remain in effect during the pendency of any review until a decision
constituting final action of Nasdaq is issued under Rule 1015 or 1016, unless otherwise
directed by the Nasdaq Review Council, the Nasdaq Board, or the Commission.

(f) Effectiveness of Restriction
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A restriction imposed under this Rule shall remain in effect and bind the

Applicant and all successors to the ownership or control of the Applicant unless:

(1) removed or modified by a decision constituting final action of Nasdaq
issued under Rule 1015, 1016, or 1017; or

(2) stayed by the Nasdaq Review Council, the Nasdaq Board, or the
Commission.

(g) Final Action

Unless the Applicant files a written request for a review under Rule 1015, the

Department's decision shall constitute final action by Nasdagq.

1015. Review by Nasdaq Review Council

(a) Initiation of Review by Applicant

Within 25 days after service of a decision under Rule 1014 or 1017, an
Applicant may file a written request for review with the Nasdaq Review Council.
A request for review shall state with specificity why the Applicant believes that
the Department's decision is inconsistent with the membership standards set forth
in Rule 1014, or otherwise should be set aside, and state whether a hearing is
requested. The Applicant simultaneously shall file by first-class mail a copy of
the request with the Department.

(b) Transmission of Documents
Within ten days after the filing of a request for review, the Department shall:

(1) transmit to the Nasdaq Review Council copies of all documents that
were considered in connection with the Department's decision and an index to the

documents; and

(2) serve on the Applicant a copy of such documents (other than those
documents originally submitted by Applicant) and a copy of the index.

(¢) Membership Application Docket

The Department shall promptly record in Nasdaq's membership application

docket each request for review filed with the Nasdaq Review Council under this Rule and
each material subsequent event, filing, and change in the status of a membership
proceeding.

(d) Appointment of Subcommittee
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The Nasdaq Review Council or the Review Subcommittee defined in Rule 9120
shall appoint a Subcommittee to participate in the review. The Subcommittee shall be
composed of two or more persons who shall be current or past members of the Nasdaq
Review Council or former Directors.

(e) Powers of Subcommiittee

If a hearing is requested, the Subcommittee shall conduct the hearing. If a hearing
is not requested, the Subcommittee may serve a notice directing that a hearing be held. If
a hearing is not requested or directed, the Subcommittee shall conduct its review on the
basis of the record developed before the Department and any written submissions made
by the Applicant or the Department in connection with the request for review.

(f) Hearing
(1) Notice

If a hearing is requested or directed, the hearing shall be held within 45
days after the filing of the request with the Nasdaq Review Council or service of
the notice by the Subcommittee. The Nasdaq Review Council shall serve written
notice of the date and time of the hearing to the Applicant by facsimile or
overnight courier not later than 14 days before the hearing.

(2) Counsel

The Applicant and the Department may be represented by counsel at a
hearing conducted pursuant to this Rule.

(3) Evidence

Formal rules of evidence shall not apply to a hearing under this Rule. Not
later than five days before the hearing, the Applicant and the Department shall
exchange copies of their proposed hearing exhibits and witness lists and provide
copies of the same to the Nasdaq Review Council. If the Applicant or the
Department fails to provide copies of its proposed hearing exhibits or witness list
within such time, the Subcommittee shall exclude the evidence or witnesses from
the proceeding, unless the Subcommittee determines that good cause is shown for
failure to comply with the production date set forth in this subparagraph.

(4) Transcript

The hearing shall be recorded and a transcript prepared by a court reporter.
A transcript of the hearing shall be available for purchase from the court reporter
at prescribed rates. The Applicant, the Department, or a witness may seek to
correct the transcript. A proposed correction of the transcript shall be submitted
to the Subcommittee within a reasonable period of time prescribed by the
Subcommittee. Upon notice to the Applicant and the Department, the
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Subcommittee may direct the correction to the transcript as requested or sua
sponte.

(g) Additional Information, Briefs

At any time during its consideration, the Subcommittee or the Nasdaq Review
Council may direct the Applicant or the Department to file additional information or
briefs. Any additional information or brief filed shall be provided to all parties before the
Nasdaq Review Council renders its decisior..

(h) Abandonment of Request for Review

If an Applicant fails to specify the grounds for its request for review under Rule
1015(a)(1), appear at a hearing for which it has notice, or file information or briefs as
directed, the Nasdaq Review Council or the Review Subcommittee may dismiss the
request for review as abandoned, and the decision of the Department shall become the
final action of Nasdaq. Upon a showing of good cause, the Nasdaq Review Council or
the Review Subcommittee may withdraw a dismissal entered pursuant to this paragraph.

(i) Subcommittee Recommendation
The Subcommittee shall present a recommended decision in writing to the Nasdaq
Review Council within 60 days after the date of the hearing held pursuant to paragraph
(f), and not later than seven days before the meeting of the Nasdaq Review Council at
which the membership proceeding shall be considered.
(j) Decision
(1) Proposed Written Decision
After considering all matters presented in the review and the
Subcommittee's recommended written decision, the Nasdaq Review Council may
affirm, modify, or reverse the Department's decision or remand the membership
proceeding with instructions. The Nasdaq Review Council shall prepare a
proposed written decision pursuant to subparagraph (2).
(2) Contents

The decision shall include:

(A) adescription of the Department's decision, including its
rationale;

(B) a description of the principal issues raised in the review;

(C) a summary of the evidence on each issue; and
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(D) a statement whether the Department's decision is affirmed,
modified, or reversed, and a rationale therefor that references the
applicable standards in Rule 1014.

(3) Issuance of Decision After Expiration of Call for Review Periods

The Nasdaq Review Council shall provide its proposed written decision to
the Nasdaq Board. The Nasdaq Board may call the membership proceeding for
review pursuant to Rule 1016. If the Nasdaq Board does not call the membership
proceeding for review, the proposed written decision of the Nasdaq Review
Council shall become final. The Nasdaq Review Council shall serve the
Applicant with a written notice specifying the date on which the call for review
period expired and stating that the final written decision will be served within 15
days after such date. The Nasdaq Review Council shall serve its final written
decision within 15 days after the date on which the call for review period expired.
The decision shall constitute the final action of Nasdaq for purposes of SEC Rule
19d-3, unless the Nasdaq Review Council remands the membership proceeding.

(4) Failure to Issue Decision

If the Nasdaq Review Council fails to serve its final written decision
within the time prescribed in subparagraph (3), the Applicant may file a written
request with the Nasdaq Board requesting that the Nasdaq Board direct the
Nasdaq Review Council to serve its decision immediately or to show good cause
for an extension of time. Within seven days after the filing of such a request, the
Board shall direct the Nasdag Review Council to serve its written decision
immediately or to show good cause for an extension of time. If the Nasdaq
Review Council shows good cause for an extension of time, the Nasdaq Board
may extend the 15-day time limit by not more than 15 days.

1016. Discretionary Review by the Nasdaq Board
(a) Call for Review by Director

A Director may call a membership proceeding for review by the Nasdaq Board if
the call for review is made within the period prescribed in paragraph (b).

(b) 15 Day Period; Waiver

A Director shall make his or her call for review at the next meeting of the Nasdaq
Board that is at least 15 days after the date on which the Nasdaq Board receives the
proposed written decision of the Nasdaq Review Council. By unanimous vote of the
Nasdaq Board, the Nasdaq Board may shorten the period to less than 15 days. By an
affirmative vote of the majority of the Nascdaq Board then in office, the Nasdaq Board
may, during the 15 day period, vote to extend the period to more than 15 days.

(¢) Review At Next Meeting

26




If a Director calls a membership proceeding for review within the time prescribed
in paragraph (b), the Nasdaq Board shall review the membership proceeding not later
than the next meeting of the Nasdaq Board. The Nasdaq Board may order the Applicant
and the Department to file briefs in connection with review proceedings pursuant to this

paragraph.
(d) Decision of the Nasdaq Board, Including Remand

After review, the Nasdaq Board may affirm, modify, or reverse the proposed
written decision of the Nasdaq Review Council. Alternatively, the Nasdaq Board may
remand the membership proceeding with instructions. The Nasdaq Board shall prepare a
written decision that includes all of the elements described in Rule 1015(;)(2).

(e) Issuance of Decision

The Nasdaq Board shall serve its written decision on the Applicant within 15 days
after the meeting at which it conducted its review. The decision shall constitute the final
action of Nasdaq for purposes of SEC Rule 19d-3, unless the Nasdaq Board remands the
membership proceeding.

1017. Application for Approval of Change in Ownership, Control, or Business
Operations

(a) Events Requiring Application

A member shall file an application for approval of any of the following changes to
its ownership, control, or business operations:

(1) a merger of the member with another member, unless both are
members of the New York Stock Exchange, Inc. or the surviving entity will
continue to be a member of the New York Stock Exchange, Inc.;

(2) adirect or indirect acquisition by the member of another member,
unless the acquiring member is a member of the New York Stock Exchange, Inc.;

(3) direct or indirect acquisitions or transfers of 25% or more in the
aggregate of the member's assets or any asset, business or line of operation that
generates revenues comprising 25% or more in the aggregate of the member's
earnings measured on a rolling 36-month basis, unless both the seller and acquirer
are members of the New York Stock Exchange, Inc.;

(4) achange in the equity ownership or partnership capital of the member
that results in one person or entity directly or indirectly owning or controlling 25
percent or more of the equity or partnership capital; or

(5) a material change in business operations as defined in Rule 1011.
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(b) Filing and Content of Application
(1) The member shall file the application with the Department.

(2) The application shall describe in detail the change in ownership,
control, or business operations and include a business plan, pro forma financials,
an organizational chart, and written supervisory procedures reflecting the change.

(A) If the application requests approval of a change in ownership
or control, the application also shall include the names of the new owners,
their percentage of ownership, and the sources of their funding for the
purchase and recapitalization of the member.

(B) If the application requests the removal or modification of a
membership agreement restriction, the application also shall:

(i) present facts showing that the circumstances that gave
rise to the restriction have changed; and

(ii) state with specificity why the restriction should be
modified or removed in light of the standards set forth in Rule
1014 and the articulated rationale for the imposition of the
restriction.

(C) If the application requests approval of an increase in
Associated Persons involved in sales, offices, or markets made, the
application shall set forth the increases in such areas during the preceding
12 months.

(c) Effecting Change and Imposition of Interim Restrictions

(1) A member shall file an application for approval of a change in
ownership or control at least 30 days prior to such change. A member may effect
a change in ownership or control prior to the conclusion of the proceeding, but the
Department may place new interim restrictions on the member based on the
standards in Rule 1014, pending final Department action.

(2) A member may file an application to remove or modify a membership
agreement restriction at any time. An existing restriction shall remain in effect
during the pendency of the proceeding.

(3) A member may file an application for approval of a material change in
business operations, other than the modification or removal of a restriction, at any
time, but the member may not effect such change until the conclusion of the
proceeding, unless the Department and the member otherwise agree.
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(d) Rejection Of Application That Is Not Substantially Complete

If the Department determines within 30 days after the filing of an application that
the application is not substantially complete, the Department may reject the application
and deem it not to have been filed. In such case, within the 30 day period, the
Department shall serve a written notice on the Applicant of the Department's
determination and the reasons therefor. If the Applicant determines to continue to apply
for approval of a change in ownership, control, or business operations, the Applicant shall
submit a new application under this Rule.

(¢) Request for Additional Documents and Information

Within 30 days after the filing of an application, the Department shall serve a
request for any additional information or documents necessary to render a decision on the
application. The Department may request additional information or documents at any
time during the application process. Unless otherwise agreed to by the Department and
the Applicant, the Applicant shall file such additional information or documents with the
Department within 30 days after the Department's request.

(f) Membership Interview

(1) The Department may require the Applicant to participate in a
membership interview within 30 days after the filing of the application, or if the
Department requests additional information or documents, within 30 days after
the filing of the additional information or documents by the Applicant.

(2) At least seven days before the membership interview, the Department
shall serve on the Applicant a written notice that specifies the date and time of the
interview and persons who are required to participate in the interview. The
Department shall serve the notice by facsimile or overnight courier. The
Applicant and the Department may agree to a shorter or longer period for notice
or a different method of service.

(3) The membership interview shall be conducted in a location specified
by Nasdagq.

(4) During the membership interview, the Department shall review the
application and the considerations for the Department's decision set forth in
paragraph (g)(1) with the Applicant's representative or representatives. The
Department shall provide to the Applicant's representative or representatives any
information or document that the Department has obtained from the Central
Registration Depository or a source other than the Applicant and upon which the
Department intends to base its decision under paragraph (g). If the Department
receives such information or document after the membership interview or decides
to base its decision on such information after the membership interview, the
Department shall promptly serve the information or document and an explanation
thereof on the Applicant.
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(g) Department Decision

(1) The Department shall consider the application, the membership
interview, other information and documents provided by the Applicant or
obtained by the Department, the public interest, and the protection of investors.
In rendering a decision on an application submitted under Rule 1017(a), the
Department shall consider whether the Applicant and its Associated Persons meet
each of the standards in Rule 1014(a). Where the Department determines that the
Applicant or its Associated Person are the subject of any of the events set forth in
Rule 1014(a)(3)(A) and (C) through (E), a presumption exists that the application
should be denied. The Applicant may overcome the presumption by
demonstrating that it can meet each of the standards in Rule 1014 (a),
notwithstanding the existence of any of the events set forth in Rule 1014(a)(3)(A)
and (C) through (E).

(A) Inrendering a decision on an application for approval of a
change in ownership or control, or an application for approval of a
material change in business operations that does not involve modification
or removal of a membership agreement restriction, the Department shall
determine if the Applicant would continue to meet the standards in Rule
1014(a) upon approval of the application.

(B) Inrendering a decision on an application requesting the
modification or removal of a membership agreement restriction, the
Department shall consider whether maintenance of the restriction is
appropriate in light of:

(i) the standards set forth in Rule 1014;

(ii) the circumstances that gave rise to the imposition of
the restriction;

(iii) the Applicant's operations since the restriction was
imposed;

(iv) any change in ownership or control or supervisors and
principals; and

(v) any new evidence submitted in connection with the
application.

(2) The Department shall serve a written decision on the application
within 30 days after the conclusion of the membership interview or the filing of
additional information or documents, whichever is later. 1f the Department does
not require the Applicant to participate in a membership interview or request
additional information or documents, the Department shall serve a written

30



decision within 45 days after the filing of the application under paragraph (a).

The decision shall state whether the application is granted or denied in whole or in
part, and shall provide a rationale for the Department's decision, referencing the
applicable standard in Rule 1014.

(3) If the Department fails to serve a decision within 180 days after filing
of an application or such later date as the Department and the Applicant have
agreed in writing, the Applicant may file a written request with the Nasdaq Board
requesting that the Nasdaq Board direct the Department to issue a decision.
Within seven days after the filing of such a request, the Nasdaq Board shall direct
the Department to issue a written decision immediately or to show good cause for
an extension of time. If the Department shows good cause for an extension of
time, the Nasdaq Board may extend the time limit for issuing a decision by not
more than 30 days.

(4) If the Department approves an application under this Rule in whole or
part, the Department may require an Applicant to file an executed membership
agreement.

(h) Service and Effectiveness of Decision

The Department shall serve its decision on the Applicant in accordance with Rule
1012. The decision shall become effective upon service and shall remain in effect during
the pendency of any review until a decision constituting final action of Nasdaq is issued
under Rule 1015 or 1016, unless otherwise directed by the Nasdaq Review Council, the
Nasdaq Board, or the Commission.

(i) Request for Review; Final Action

An Applicant may file a written request for review of the Department's decision
with the Nasdaq Review Council pursuant to Rule 1015. The procedures set forth in Rule
1015 shall apply to such review, and the Nasdaq Review Council's decision shall be
subject to discretionary review by the Nasdaq Board pursuant to Rule 1016. If the
Applicant does not file a request for a review, the Department's decision shall constitute
final action by Nasdaq.

(j) Removal or Modification of Restriction on Department's Initiative

The Department shall modify or remove a restriction on its own initiative if the
Department determines such action is appropriate in light of the considerations set forth
in paragraph (g)(1). The Department shall notify the member in writing of the
Department's determination and inform the member that it may apply for further
modification or removal of a restriction by filing an application under paragraph (a).

(k) Lapse or Denial of Application for Approval of Change in Ownership
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If an application for approval of a change in ownership lapses, or is denied and all
appeals are exhausted or waived, the member shall, no more than 60 days after the lapse
or exhaustion or waiver of appeal:

(1) submit a new application;
(2) unwind the transaction; or
(3) file a Form BDW.

For the protection of investors, the Department may shorten the 60-day period.
For good cause shown by the member, the Department may lengthen the 60-day period.
The Department shall serve written notice on the Applicant of any change in the 60-day
period and the reasons therefor. During the 60-day or other imposed period, the
Department may continue to place interim restrictions on the member for the protection
of investors.

1018. RESERVED
1019. Application to Commission for Review

A person aggrieved by final action of Nasdaq under the Rule 1010 Series may
apply for review by the Commission pursuant to Section 19(d)(2) of the Act. The filing
of an application for review shall not stay the effectiveness of a decision constituting final
action of Nasdag, unless the Commission otherwise orders.

1020. Registration of Principals
1021. Registration Requirements
(a) All Principals Must Be Registered

All persons engaged or to be engaged in the investment banking or securities
business of a member who are to function as principals shall be registered as such with
Nasdagq in the category of registration appropriate to the function to be performed as
specified in Rule 1022. Before their registration can become effective, they shall pass a
Qualification Examination for Principals appropriate to the category of registration as
specified by the Nasdaq Board. A member shall not maintain a principal registration
with Nasdaq for any person (1) who is no longer active in the member's investment
banking or securities business, (2) who is no longer functioning as a principal, or (3)
where the sole purpose is to avoid the examination requirement prescribed in paragraph
(c). A member shall not make application for the registration of any person as principal
where there is no intent to employ such person in the member's investment banking or
securities business. A member may, however, maintain or make application for the
registration as a principal of a person who performs legal, compliance, internal audit,
back-office operations, or similar responsibilities for the member or a person engaged in
the investment banking or securities business of a foreign securities affiliate or subsidiary
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of the member.
(b) Definition of Principal

Persons associated with a member, enumerated in subparagraphs (1) through (5)
hereafter, who are actively engaged in the management of the member's investment
banking or securities business, including supervision, solicitation, conduct of business or
the training of persons associated with a member for any of these functions are
designated as principals. Such persons shall include:

(1) Sole Proprietors

(2) Officers

(3) Partners

(4) Managers of Offices of Supervisory Jurisdiction, and
(5) Directors of Corporations.

(¢) Requirements for Examination on Lapse of Registration

Any person whose registration has been revoked pursuant to Rule 8310 or whose
most recent registration as a principal has been terminated for a period of two or more
years immediately preceding the date of receipt by Nasdaq of a new application shall be
required to pass a Qualification Examination for Principals appropriate to the category of
registration as specified in Rule 1022 hereof.

(d) Application for Principal Status

(1) Any person associated with a member as a Registered Representative
whose duties are changed by the member so as to require registration in any
principal classification shall be allowed a period of 90 calendar days following the
change in his or her duties during which to pass the appropriate Qualification
Examination for Principals. Upon elevation, the member shall submit to Nasdaq
an amended "Uniform Application for Securities Industry Registration or
Transfer" and any applicable fees. In no event may a person function as a
Principal beyond the initial 90 calendar day period following the change in his or
her duties without having successfully passed the appropriate Qualification
Examination.

(2) Any person not presently associated with a member as a Registered
Representative seeking registration as a Principal shall submit the appropriate
application for registration and any required registration and examination fees.
Such person shall be allowed a period of 90 days after all applicable prerequisites
are fulfilled to pass the appropriate Qualification Examination for Principals. In
no event may a person previously unregistered in any capacity applying for
principal status function as a Principal until fully qualified.

(e) Requirement of Two Registered Principals for Members
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(1) A Nasdaq member, except a sole proprietorship, shall have at least
two officers or partners who are registered as principals with respect to each
aspect of the member's investment banking and securities business pursuant to the
applicable provisions of Rule 1022. This requirement applies to persons seeking
admission as members and existing members.

(2) Pursuant to the Rule 9600 Series, Nasdaq may waive the provisions of
subparagraph (1) in situations that indicate conclusively that only one person
associated with an applicant for membership should be required to register as a
principal.

(3) In addition to the provisions of subparagraph (1) above, an applicant
for membership, if the nature of its business so requires, shall have at least one
person qualified for registration pursuant to Rule 1022(b) and (c).

1022. Categories of Principal Registration
(a) General Securities Principal

(1) Each person associated with a member who is included within the
definition of principal in Rule 1021, and each person designated as a Chief
Compliance Officer on Schedule A of Form BD, shall be required to register with
Nasdaq as a General Securities Principal and shall pass an appropriate
Qualification Examination before such registration may become effective unless
such person's activities are so limited as to qualify such person for one or more of
the limited categories of principal registration specified hereafter. A person
whose activities in the investment banking or securities business are so limited is
not, however, precluded from attempting to become qualified for registration as a
General Securities Principal, and if qualified, may become so registered. Each
person seeking to register and qualify as a General Securities Principal must, prior
to or concurrent with such registration, become registered, pursuant to the Rule
1030 Series, either as a General Securities Representative or as a Limited
Representative--Corporate Securities. A person who has been designated as a
Chief Compliance Officer on Schedule A of Form BD for at least two years
immediately prior to January 1, 2002, and who has not been subject within the last
ten years to any statutory disqualification as defined in Section 3(a)(39) of the
Act; a suspension; or the imposition of a fine of $5,000 or more for violation of
any provision of any securities law or regulation, or any agreement with or rule or
standard of conduct of any securities governmental agency, securities self-
regulatory organization, or as imposed by any such regulatory or self-regulatory
organization in connection with a disciplinary proceeding shall be required to
register as a General Securities Principal, but shall be exempt from the
requirement to pass the appropriate Qualification Examination. A Chief
Compliance Officer who is subject to the Qualification Examination requirement
shall be allowed a period of 90 calendar days following [the effective date of
Nasdaq’s registration as a national securities exchange] within which to pass the
appropriate Qualification Examination for Principals.
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(2) A Limited Representative—Corporate Securities seeking registration
as General Securities Principal who will have supervisory responsibility over the
conduct of business in investment company products and variable contracts
products must, prior to or concurrent with registration as a General Securities
principal, become registered pursuant to the Rule 1030 Series hereof, as a Limited
Representative—Investment Company and Variable Contracts Products.

(3) Except as provided in Rule 1021(c), a person who was registered with
NASD as a Principal, shall not be required to pass a Qualification Examination
for General Securities Principal and shall be qualified as a General Securities
Principal.

(4) A person registered solely as a General Securities Principal shall not
be qualified to function as a Limited Principal--Financial and Operations or
Limited Principal--General Securities Sales Supervisor unless that person is also
qualified and registered as such.

(b) Limited Principal--Financial and Operations

(1) Every member of Nasdagq that is operating pursuant to the provisions
of SEC Rule 15¢3-1(a)(1)(ii), (a)(2)(i) or (a)(8), shall designate as Limited
Principal--Financial and Operations those persons associated with it, at least one
of whom shall be its chief financial officer, who performs the duties described in
subparagraph (2) hereof. Each person associated with a member who performs
such duties shall be required to register as a Limited Principal--Financial and
Operations with Nasdaq and shall pass an appropriate Qualification Examination
before such registration may become effective.

(2) The term "Limited Principal--Financial and Operations" shall mean a
person associated with a member whose duties include:

(A) final approval and responsibility for the accuracy of financial
reports submitted to any duly established securities industry regulatory

body;

(B) final preparation of such reports;

(C) supervision of individuals who assist in the preparation of
such reports;

(D) supervision of and responsibility for individuals who are
involved in the actual maintenance of the member's books and records
from which such reports are derived;

(E) supervision and/or performance of the member's
responsibilities under all financial responsibility rules promulgated
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pursuant to the provisions of the Act;

(F) overall supervision of and responsibility for the individuals
who are involved in the administration and maintenance of the member's
back office operations; or

(G) any other matter involving the financial and operational
management of the member.

(3) A person registered solely as a Limited Principal--Financial and
Operations shall not be qualified to function in a principal capacity with
responsibility over any area of business activity not described in subparagraph (2)
hereof.

(¢) Limited Principal--Introducing Broker/Dealer Financial and Operations

(1) Every member of Nasdaq that is subject to the requirements of SEC
Rule 15¢3-1, other than a member operating pursuant to SEC Rule 15¢3-
1(a)(1)(i1), (a)(2)(1) or (a)(8) in which case paragraph (b) shall apply, shall
designate as Limited Principal--Introducing Broker/Dealer Financial and
Operations those persons associated with it, at least one of whom shall be its chief
financial officer, who perform the duties described in subparagraph (2) hereof.
Each person associated with a member who performs such duties shall be required
to register as a Limited Principal--Introducing Broker/Dealer Financial and
Operations with Nasdaq and shall pass an appropriate Qualification Examination
before such registration may become effective.

(2) The term "Limited Principal--Introducing Broker/Dealer Financial and
erations” shall mean a person associated with a member whose duties include:
p

(A) final approval and responsibilities for the accuracy of financial
reports submitted to any duly established securities industry regulatory

body;

(B) final preparation of such reports;

(C) supervision of individuals who assist in the preparation of
such reports;

(D) supervision of and responsibility for individuals who are
involved in the actual maintenance of the member's books and records
from which such reports are derived,

(E) supervision and/or performance of the member's

responsibilities under all financial responsibility rules promulgated
pursuant to the provisions of the Act;
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(F) overall supervision of and responsibility for the individuals
who are involved in the administration and maintenance of the member's
back office operations; or

(G) any other matter involving the financial and operational
management of the member.

(3) Except as provided in Rule 1021(c), a person designated pursuant to
the provisions of subparagraph (1) hereof, shall not be required to take the
Limited Principal-- Introducing Broker/Dealer Financial and Operations
Examination and shall be qualified for registration as a Limited Principal--
Introducing Broker/Dealer Financial and Operations if such a person is qualified
to be registered or is registered as a Limited Principal--Financial and Operations
as defined in paragraph (b)(2) hereof.

(4) A person registered solely as a Limited Principal--Introducing
Broker/Dealer Financial and Operations shall not be qualified to function in a
principal capacity with responsibility over any area of business activity not
described in subparagraph (2) hereof. Such person shall not be qualified to
function in a principal capacity at a member unless such member operates under
subparagraph (1) hereof.

(d) Limited Principal—Investment Company and Variable Contracts

Products

(1) Each person associated with a member who is included within the
definition of principal in Rule 1021, may register with Nasdaq as a Limited
Principal—Investment Company and Variable Contracts Products if:

(A) his activities in the investment banking and securities business
are limited to the solicitatiorn, purchase and/or sale of:

(1) redeemable securities of companies registered pursuant
to the Investment Company Act of 1940;

(11) securities of closed-end companies registered pursuant
to the Investment Company Act of 1940 during the period of
original distribution only; and

(iii) variable contracts and insurance premium funding
programs and other contracts issued by an insurance company
except contracts which are exempt securities pursuant to Section
3(a)(8) of the Securities Act of 1933;

(B) he is registered, pursuant to the Rule 1030 Series, as either a
General Securities Representative or a Limited Representative—
Investment Company and Variable Contracts Products; and

37




(C) he passes an appropriate Qualification Examination for
Limited Principal—Investment Company and Variable Contracts
Products.

(2) A person registered solely as a Limited Principal—Investment Company and
Variable Contracts Products shall not be qualified to function in a principal capacity with

responsibility over any area of business activity not prescribed in subparagraph (1)
hereof.

(e) Reserved
(f) Reserved
(g) Limited Principal--General Securities Sales Supervisor

(1) Each person associated with a member who is included in the
definition of principal in Rule 1021 may register with Nasdaq as a Limited
Principal--General Securities Sales Supervisor if:

(A) his or her supervisory responsibilities in the investment
banking and securities business are limited to the securities sales activities
of a member, including the training of sales and sales supervisory
personnel and the maintenarnce of records of original entry and/or ledger
accounts of the member required to be maintained in branch offices by
SEC record keeping rules;

(B) he or she is registered pursuant to the Rule 1030 series as a
General Securities Representative; and

(C) he or she is qualified to be so registered by passing an
appropriate examination.

(2) A person registered in this category solely on the basis of having
passed the Qualification Examination for Limited Principal--General Securities
Sales Supervisor shall NOT be qualified to:

(A) function in a principal capacity with responsibility over any
area of business activity not described in subparagraph (1);

(B) be included for purposes of the principal numerical
requirements of Rule 1021(e)(1); or

(C) perform for a member any or all of the following activities:

(i) supervision of the origination and structuring of
underwritings;
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(ii) supervision of market making commitments;

(ii1) final approval of advertisements as these are defined
in Rule 2210;

(iv) supervision of the custody of firm or customer funds
and/or securities for purposes of SEC Rule 15¢3-3; or

(v) supervision of overall compliance with financial
responsibility rules for broker/dealers promulgated pursuant to the
provisions of the Act.

(h) Reserved
IM-1022-1. Reserved
IM-1022-2. Limited Principal--General Securities Sales Supervisor

Limited Principal--General Securities Sales Supervisor is an alternate category of
registration designed to lessen the qualification burdens on principals of general
securities firms who supervise sales. Without this category of limited registration, such
principals could be required to separately qualify pursuant to the rules of Nasdagq, the
NASD, MSRB, NYSE and the options exchanges. While persons may continue to
separately qualify with all relevant self-regulatory organizations, the Limited Principal--
General Securities Sales Supervisor Examination permits qualification as a supervisor of
sales of all securities by one examination. Persons registered as Limited Principals--
General Securities Sales Supervisor may also qualify in any other category of principal
registration. Persons who are already qualified in one or more categories of principal
registration may supervise sales activities of all securities by also qualifying as Limited
Principals--General Securities Sales Supervisor.

Functions that may be performed by Limited Principals--General Securities Sales
Supervisors. Any person required to be registered as a principal who supervises sales
activities in corporate, municipal and option securities, investment company products,
variable contracts, direct participation programs, and security futures may be registered
solely as a Limited Principal--General Securities Sales Supervisor. In addition to branch
office managers, other persons such as regional and national sales managers may also be
registered solely as Limited Principals--General Securities Sales Supervisor as long as
they supervise only sales activities. Qualification as a General Securities Representative
is a prerequisite for registration as a Limited Principal--General Securities Sales
Supervisor.

Functions that may not be performed by Limited Principals--General Securities
Sales Supervisors. Certain functions may not be performed by persons registered solely
as Limited Principal--General Securities Sales Supervisor. These include supervisory
responsibility for the origination and structuring of underwritings, market-making, final
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approval of advertising, custody of firm or customer funds and/or securities for purposes
of SEC Rule 15¢3-3 and overall compliance with financial responsibility rules for
broker/dealers. Persons responsible for any of these activities are still required to qualify
in the appropriate categories of principal registration. Moreover, persons qualified only
as Limited Principals--General Securities Sales Supervisor are not included for purposes
of the two principal requirements of Rule 1021(e)(1).

1030. Registration of Representatives
1031. Registration Requirements
(a) All Representatives Must Be Registered

All persons engaged or to be engaged in the investment banking or securities
business of a member who are to function as representatives shall be registered as such
with Nasdaq in the category of registration appropriate to the function to be performed as
specified in Rule 1032. Before their registration can become effective, they shall pass a
Qualification Examination for Representatives appropriate to the category of registration
as specified by the Nasdaq Board. A member shall not maintain a representative
registration with Nasdaq for any person (1) who is no longer active in the member's
investment banking or securities business, (2) who is no longer functioning as a
representative, or (3) where the sole purpose is to avoid the examination requirement
prescribed in paragraph (c). A member shall not make application for the registration of
any person as representative where there is no intent to employ such person in the
member's investment banking or securities business. A member may, however, maintain
or make application for the registration as a representative of a person who performs
legal, compliance, internal audit, back-office operations, or similar responsibilities for the
member, or a person who performs administrative support functions for registered
personnel, or a person engaged in the investment banking or securities business of a
foreign securities affiliate or subsidiary of the member.

(b) Requirement for Examination on Lapse of Registration

Any person whose registration has been revoked pursuant to Rule 8310 or whose
most recent registration as a representative or principal has been terminated for a period
of two (2) or more years immediately preceding the date of receipt by Nasdaq of a new
application shall be required to pass a Qualification Examination for Representatives
appropriate to the category of registration as specified in Rule 1032.

(c) Qualification Requirements

No Nasdaq member shall permit any person associated with the Nasdag member
to engage in the investment banking or securities business unless the Nasdaq member
determines that such person satisfies the qualification requirements established by the

Nasdaq Board and is not subject to statutory disqualification.

(d) Application for Registration
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(1) Application by any person for registration with Nasdaq, properly
signed by the applicant, shall be made to Nasdaq via electronic process or such
other process as Nasdaq may prescribe, on the form proscribed by Nasdaq, and
shall contain:

(A) an agreement to comply with the federal securities laws, the
rules and regulations thereunder, the Nasdaq Rules, and all rulings, orders,
directions, and decisions issued and sanctions imposed under the Nasdaq
Rules; and

(B) such other reasonable information with respect to the applicant
as Nasdaq may require.

(2) Nasdagq shall not approve an application for registration of any person
who is not eligible to be an associated person of a Nasdaq member under the
provisions of Nasdaq Rule 1002(b).

(3) Every application for registration filed with Nasdaq shall be kept
current at all times by supplementary amendments via electronic process or such
other process as Nasdaq may prescribe. Such amendments to the application shall
be filed with Nasdaq not later than 30 days after the applicant learns of the facts
or circumstances giving rise to the amendment. If such amendment involves a
statutory disqualification, such amendment shall be filed not later than ten days
after such disqualification occurs.

(e) Notification by Member to Nasdaq and Associated Person of
Termination; Amendment to Notification

(1) Following the termination of the association with a Nasdaq member of
a person who is registered with it, such Nasdaq member shall, not later than 30
days after such termination, give notice of the termination of such association to
Nasdaq via electronic process or such other process as Nasdaq may prescribe, on
a form designated by Nasdagq, and concurrently shall provide to the person whose
association has been terminated a copy of said notice as filed with Nasdaq. A
Nasdaq member that does not submit such notification and provide a copy to the
person whose association has been terminated, within the time period prescribed,
shall be assessed any late filing fee that is specified by the Nasdaq Rules.
Termination of registration of such person associated with a Nasdaq member shall
not take effect so long as any complaint or action under the Nasdaq Rules is
pending against a Nasdaq member and to which complaint or action such person
associated with a Nasdaqg member is also a respondent, or so long as any
complaint or action is pending against such person individually under the Nasdaq
Rules. Nasdaq, however, may in its discretion declare the termination effective at
any time.
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(2) The Nasdaq member shall notify Nasdagq, via electronic process or
such other process as Nasdaq may prescribe, by means of an amendment to the
notice filed pursuant to paragraph (1) in the event that the Nasdaq member learns
of facts or circumstances causing any information set forth in said notice to
become inaccurate or incomplete. Such amendment shall be filed with Nasdaq
via electronic process or such other process as Nasdaq may prescribe, and a copy
provided to the person whose association with the Nasdaq member has been
terminated not later than 30 days after the Nasdaq member learns of the facts or
circumstances giving rise to the amendment.

() Retention of Jurisdiction

A person whose association with a Nasdaq member has been terminated and who
is no longer associated with any member of Nasdaq or a person whose registration has
been revoked or canceled shall continue to be subject to the filing of a complaint under
Nasdaq Rules based upon conduct which commenced prior to the termination,
revocation, or cancellation or upon such person’s failure, while subject to Nasdaq’s
jurisdiction as provided herein, to provide information requested by Nasdaq pursuant to
the Nasdaq Rules, but any such complaint shall be filed within:

(1) six years after the effective date of termination of registration pursuant
to subsection (c); provided, however, that any amendment to a notice of
termination filed pursuant to paragraph (c)(2) that is filed within six years of the
original notice that discloses that such person may have engaged in conduct
actionable under any applicable statute, rule, or regulation shall operate to
recommence the running of the six-year period under this subsection;

(2) six years after the effective date of revocation or cancellation of
registration pursuant to the Nasdaq Rules; or

(3) in the case of an unregistered person, within six years after the date upon
which such person ceased to be associated with the Nasdaq member.

1032. Categories of Representative Registration
(a) General Securities Representative

(1) Each person associated with a member who is included within the
definition of a Representative in Rule 1031, shall be required to register with
Nasdaq as a General Securities Representative and shall pass an appropriate
Qualification Examination before such registration may become effective unless
his or her activities are so limited as to qualify him for one or more of the limited
categories of representative registration specified hereafter. A person whose
activities in the investment banking or securities business are so limited is not,
however, precluded from attempting to become qualified for registration as a
General Securities Representative, and if qualified, may become so registered.
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(2) Except as provided in Rule 1031(b):
(A) Reserved

(B) A person who is authorized or approved to conduct business in
accordance with the requirements of The Financial Services Authority and
having passed the Modified General Securities Representative
Qualification Examination shall be qualified to be registered as a General
Securities Representative except that such person's activities in the
investment banking or securities business may not involve the solicitation,
purchase and/or sale of municipal securities as defined in Section 3(a)(29)
of the Act. :

(C) A person presently registered and in good standing as a
representative with any Canada stock exchange, or with a securities
regulator of any Canada Province or Territory, or with the Investment
Dealers Association of Canada, and who has completed the training course
of the Canadian Securities Institute, and who has passed the Canada
Module of the General Securities Registered Representative Examination,
shall be qualified to be registered as a General Securities Representative
except that such person's activities may not involve the solicitation,
purchase and/or sale of municipal securities as defined in Section 3(a)(29)
of the Act.

(D) A person presently registered and in good standing as a
representative with any Japan stock exchange, or with any Japan
Securities Dealers Association, and who has passed the Japan Module of
the General Securities Registered Representative Examination, shall be
qualified to be registered as a General Securities Representative except
that such person's activities may not involve the solicitation, purchase
and/or sale of municipal securities as defined in Section 3(a)(29) of the
Act.

(b) Limited Representative—Investment Company and Variable Contracts

(1) Each person associated with a member who is included within the

definition of a representative in Rule 1031 may register with Nasdaq as a Limited
Representative—Investment Company and Variable Contracts Products if:

(A) his activities in the investment banking or securities business
are limited solely to those activities enumerated in Rule 1022(d)(1), and

(B) he passes an appropriate Qualification Examination for

Limited Representative—Investment Company and Variable Contracts
Products.
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(2) A person qualified solely as a Limited Representative—
Investment Company and Variable Contracts Products shall not be qualified
to function as a representative in any area not described in paragraph
(b)(1)(A) hereof.

(c) Reserved
(d) Reserved
(e) Limited Representative--Corporate Securities

(1) Each person associated with a member who is included within the
definition of a representative in Rule 1031 may register with Nasdaq as a Limited
Representative--Corporate Securities if:

(A) Such person's activities in the investment banking or securities
business involve the solicitation, purchase, and/or sale of a "security," as
that term is defined in Section 3(a)(10) of the Act, and do not include such
activities with respect to the following securities unless such person is
separately qualified and registered with the NASD in the category or
categories of registration related to these securities:

(i) Municipal securities as defined in Section 3(a)(29) of
the Act;

(1) Options;

(iii) Redeemable securities of companies registered
pursuant to the Investment Company Act of 1940, except for
money market funds;

(iv) Variable contracts of insurance companies registered
pursuant to the Securities Act of 1933; and/or

(v) Direct Participation Programs.

(B) Such person passes an appropriate qualification examination
for Limited Representative--Corporate Securities.

(2) A person qualified solely as a Limited Representative--Corporate
Securities shall not be qualified to function in any area not described by
subparagraph (1) hereof.

(3) For purposes of Rule 1032(e), the terms “option” and “direct
participation program” shall have the meanings assigned to such terms by NASD
Rules 2860 and 1022(e)(1)(A), respectively, and the definitions contained in such
NASD rules shall apply to Nasdaq members as if such Rules were part of
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Nasdaq’s Rules.
(f) Limited Representative - Equity Trader

(1) Each person associated with a member who is included within the
definition of a representative as defined in Rule 1031 must register with Nasdaq
as a Limited Representative - Equity Trader if, with respect to transactions in
equity, preferred or convertible debt securities, such person is engaged in
proprietary trading, the execution of transactions on an agency basis, or the direct
supervision of such activities, other than any person associated with a member
whose trading activities are conducted principally on behalf of an investment
company that is registered with the Commission pursuant to the Investment
Company Act of 1940 and that controls, is controlled by or is under common
control, with the member.

(2) Before registration as a Limited Representative - Equity Trader as
defined in subparagraph (1) hereof may become effective, an applicant must:

(A) be registered pursuant to Rule 1032, either as a General
Securities Representative or a Limited Representative - Corporate

Securities; and

(B) pass an appropriate Qualification Examination for Limited
Representative-Equity Trader.

(g) Reserved

(h) Reserved
1040. Registration of Assistant Representatives
1041. Registration Requirements for Assistant Representatives

(a) All Assistant Representatives--Order Processing Must Be Registered

All persons associated with a member who are to function as Assistant
Representatives-- Order Processing shall be registered with Nasdaq. Before their
registrations can become effective, they shall pass a Qualification Examination for
Assistant Representatives--Order Processing as specified by the Nasdaq Board.

(b) Definition of Assistant Representative--Order Processing

Persons associated with a member who accept unsolicited customer orders for
submission for execution by the member are designated as Assistant Representatives--

Order Processing.

(c¢) Requirement for Examination on Lapse of Registration
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Any persons whose most recent registration as an Assistant Representative--Order
Processing has been terminated for a period of two (2) or more years immediately
preceding the date of receipt by Nasdaq of a new application shall be required to pass a
Qualification Examination for Assistant Representative--Order Processing.

1042. Restrictions for Assistant Representatives
(a) Prohibited Activities

An Assistant Representative--Order Processing may not solicit transactions or
new accounts on behalf of the member, render investment advice, make
recommendations to customers regarding the appropriateness of securities transactions, or
effect transactions in securities markets on behalf of the member. Persons registered in
this category may not be registered concurrently in any other capacity.

(b) Compensation

Members may only compensate Assistant Representatives--Order Processing on
an hourly wage or salaried basis and may not in any way, directly or indirectly, relate
their compensation to the number or size of transactions effected for customers. This
provision shall not prohibit persons registered in this capacity from receiving bonuses or
other compensation based on a member's profit sharing plan or similar arrangement.

(¢) Supervision

The activities of Assistant Representatives--Order Processing may only be
conducted at a business location of the mernber that is under the direct supervision of an
appropriately registered principal.

1043. Reserved
1050. Research Analysts

A Nasdaq member that employs a research analyst or publishes or otherwise
distributes a research report shall also be a member of the NASD or the New York Stock
Exchange and shall comply with NASD Rules 2711, 1050, 1022, 1120 (and any other
applicable NASD rules that apply to research analysts or research reports), as amended
and/or New York Stock Exchange Rules 472, 344, 345A, 351 (and any other applicable
New York Stock Exchange rules that apply to research analysts or research reports), as
amended. For purposes of this Rule 1050, (i) “research analyst” shall mean an associated
person who is primarily responsible for, and any associated person who reports directly
or indirectly to such research analyst in connection with, the preparation of the substance
of a research report, whether or not any such person has the job title of “research
analyst,” and (ii) “research report” shall mean a written or electronic communication that
includes an analysis of equity securities of individual companies or industries, and that
provides information reasonably sufficient upon which to base an investment decision.
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1060. Persons Exempt from Registration

(a) The following persons associated with a member are not required to be
registered with Nasdagq:

(1) persons associated with a member whose functions are solely and
exclusively clerical or ministerial;

(2) persons associated with a member who are not actively engaged in the
investment banking or securities business;

(3) persons associated with a member whose functions are related solely
and exclusively to the member's need for nominal corporate officers or for capital
participation; and

(4) persons associated with a member whose functions are related solely
and exclusively to:

(A) effecting transactions on the floor of another national
securities exchange and who are registered as floor members with such
exchange;

(B) transactions in municipal securities;

(C) transactions in commodities;

(D) transactions in security futures, provided that any such person
is registered with the NASD or a registered futures association; or

(E) transactions in variable contracts and insurance premium
funding programs and other contracts issued by an insurance company;

(F) transactions in direct participation programs;

(G) transactions in options;

(H) transactions in government securities;

(I) effecting sales as part of a primary offering of securities not
involving a public offering pursuant to Section 3(b), 4(2), or 4(6) of the
Securities Act of 1933 and the rules and regulations thereunder.

For purposes of Rule 1060(a)(4), the terms “option” and “direct participation
program” shall have the meanings assigned to such terms by NASD Rules 2860

and 1022(e)(1)(A), respectively, and the definitions contained in such NASD
rules shall apply to Nasdaq members as if such Rules were part of Nasdaq’s
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Rules.

(b) Member firms, and persons associated with a member, may pay to
nonregistered foreign persons transaction-related compensation based upon the business
of customers they direct to member firms if the following conditions are met:

(1) the member firm has assured itself that the nonregistered foreign
person who will receive the compensation (the "finder") is not required to register
in the U.S. as a broker/dealer nor is subject to a disqualification as defined in the
Nasdaq Rules, and has further assured itself that the compensation arrangement
does not violate applicable foreign law;

(2) the finders are foreign nationals (not U.S. citizens) or foreign entities
domiciled abroad;

(3) the customers are foreign nationals (not U.S. citizens) or foreign
entities domiciled abroad transacting business in either foreign or U.S. securities;

(4) customers receive a descriptive document, similar to that required by
Rule 206(4)-3(b) of the Investment Advisers Act of 1940, that discloses what
compensation is being paid to finders;

(5) customers provide written acknowledgment to the member firm of the
existence of the compensation arrangement and that such acknowledgment is
retained and made available for inspection by Nasdag;

(6) records reflecting payments to finders are maintained on the member
firm's books and actual agreements between the member firm and persons
compensated are available for inspection by Nasdaq; and

(7) the confirmation of each transaction indicates that a referral or finders
fee is being paid pursuant to an agreement.

1070. Qualification Examinations and Waiver of Requirements

(a) Qualification Examinations specified in this Rule 1000 Series shall consist of
a series of questions based upon topics contained in study outlines provided by Nasdaq, a
list of which is available from the Department.

(b) Examinations shall be given at such times and places and under such
conditions as shall be prescribed by the Nasdaq Board and shall be graded according to
the procedure prescribed by the Board.

(c) Examination results shall be reported to member firms and may be
accompanied by an analysis of the candidate's performance on the examination. Passing
scores assigned to each examination series shall be determined by the Nasdaq Board, or
its designee.
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(d) Pursuant to the Rule 9600 Series, Nasdaq may, in exceptional cases and
where good cause is shown, waive the applicable Qualification Examination and accept
other standards as evidence of an applicant's qualifications for registration. Advanced
age or physical infirmity will not individually of themselves constitute sufficient grounds
to waive a Qualification Examination. Experience in fields ancillary to the investment
banking or securities business may constitute sufficient grounds to waive a Qualification
Examination.

(e) Any person associated with a member who fails to pass a qualification
examination prescribed by Nasdaq shall be permitted to take the examination again after
either a period of 30 calendar days has elapsed from the date of the prior examination or
the next administration of an examination administered on a monthly basis, except that
any person who fails to pass an examination three or more times in succession shall be
prohibited from again taking such examination either until a period of 180 calendar days
has elapsed from the date of such person's last attempt to pass the examination or until
the sixth subsequent administration of an examination administered on a monthly basis.

1080. Confidentiality of Examinations

Nasdaq considers all of its Qualification Examinations to be highly confidential.
The removal from an examination center, reproduction, disclosure, receipt from or
passing to any person, or use for study purposes of any portion of such Qualification
Examination, whether of a present or past series, or any other use which would
compromise the effectiveness of the Examinations and the use in any manner and at any
time of the questions or answers to the Examinations are prohibited and are deemed to be
a violation of Rule 2110. An applicant cannot receive assistance while taking the
examination. Each applicant shall certify to the Board that no assistance was given to or
received by him during the examination.

1090. Foreign Members

A member which does not maintain an office in the United States responsible for
preparing and maintaining financial and other reports required to be filed with the
Commission and Nasdaq must:

(a) prepare all such reports, and maintain a general ledger chart of account and
any description thereof, in English and U.S. dollars;

(b) reimburse Nasdaq for any expenses incurred in connection with examinations
of the member to the extent that such expenses exceed the cost of examining a member
located within the continental United States in the geographic location most distant from
Nasdag;

(c) ensure the availability of an individual fluent in English and knowledgeable in

securities and financial matters to assist representatives of Nasdaq during examinations;
and
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(d) utilize, either directly or indirectly, the services of a broker/dealer registered
with the Commission, a bank or a clearing agency registered with the Commission
located in the United States in clearing all transactions involving members of Nasdaq,
except where both parties to a transaction agree otherwise.

1100. Foreign Associates

(a) All persons associated with a member who are designated as Foreign
Associates shall be required to be registered but shall be exempt from the requirement to
pass a Qualification Examination. Persons associated with a member shall be designated
as Foreign Associates if they meet the following criteria:

(1) They are not citizens, nationals, or residents of the United States or
any of its territories or possessions;

(2) They will conduct all of their securities activities in areas outside the
jurisdiction of the United States and they will not engage in any securities
activities with or for any citizen, national or resident of the United States.

(b) Prior to the time the exemption provided for in paragraph (a) hereof may
become effective, the member desiring to employ any such person must file with Nasdaq
a "Uniform Application for Securities Industry Registration or Transfer" for each such
person and must certify that such person meets the criteria of paragraph (a), as well as
that:

(1) Such person is not subject to any of the prohibitions to registration
with Nasdag;

(2) Service of process for any proceeding instituted by Nasdaq in respect
to such person may be sent to an address designated by the member.

(c) In the event of the termination of the employment of a Foreign Associate, the
member must notify Nasdaq immediately by filing a notice of termination.

1110. Reserved
1120. Continuing Education Requirements

This Rule prescribes requirements regarding the continuing education of certain
registered persons subsequent to their initial qualification and registration with Nasdagq.
The requirements shall consist of a Regulatory Element and a Firm Element as set forth
below.

(a) Regulatory Element

(1) Requirements
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No member shall permit any registered person to continue to, and no
registered person shall continue to, perform duties as a registered person unless
such person has complied with the requirements of paragraph (a) hereof.

Each registered person shall complete the Regulatory Element on the
occurrence of their second registration anniversary date and every three years
thereafter, or as otherwise prescribed by Nasdag. On each occasion, the
Regulatory Element must be completed within 120 days after the person's
registration anniversary date. A person's initial registration date, also known as
the “base date,” shall establish the cycle of anniversary dates for purposes of this
Rule. The content of the Regulatory Element shall be determined by Nasdaq and
shall be appropriate to either the registered representative or principal status of
person subject to the Rule.

(2) Failure to Complete

Unless otherwise determined by Nasdag, any registered persons who have
not completed the Regulatory Element within the prescribed time frames will
have their registrations deemed inactive until such time as the requirements of the
program have been satisfied. Any person whose registration has been deemed
inactive under this Rule shall cease all activities as a registered person and is
prohibited from performing any duties and functioning in any capacity requiring
registration. A registration that is inactive for a period of two years will be
administratively terminated. A person whose registration is so terminated may
reactivate the registration only by reapplying for registration and meeting the
qualification requirements of the applicable provisions of the Rule 1020 Series
and the Rule 1030 Series. Nasdaq may, upon application and a showing of good
cause, allow for additional time for a registered person to satisfy the program
requirements.

(3) Disciplinary Actions

Unless otherwise determinec by Nasdagq, a registered person will be
required to retake the Regulatory Element and satisfy all of its requirements in the
event such person:

(A) is subject to any statutory disqualification as defined in Section
3(a)(39) of the Act;

(B) is subject to suspension or to the imposition of a fine of $5,000
or more for violation of any provision of any securities law or regulation,
or any agreement with or rule or standard of conduct of any securities
governmental agency, securities self-regulatory organization, or as
imposed by any such regulatory or self-regulatory organization in
connection with a disciplinary proceeding; or
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(C) is ordered as a sanction in a disciplinary action to retake the
Regulatory Element by any securities governmental agency or self-
regulatory organization.

The retaking of the Regulatory Element shall commence with participation
within 120 days of the registered person becoming subject to the statutory
disqualification, in the case of (A) above, or the disciplinary action becoming
final, in the case of (B) and (C) above. The date of the disciplinary action shall be
treated as such person's new base date with Nasdagq.

(4) Reassociation in a Registered Capacity

Any registered person who has terminated association with a member and
who has, within two years of the date of termination, become reassociated in a
registered capacity with a member shall participate in the Regulatory Element at
such intervals that may apply (second anniversary and every three years
thereafter) based on the initial registration anniversary date rather than based on
the date of reassociation in a registered capacity.

(5) Definition of Registered Person

For purposes of this Rule, the term "registered person” means any person
registered with Nasdaq as a representative, principal, or assistant representative
pursuant to the Rule 1020, 1030, 1040, and 1110 Series.

(6) In-Firm Delivery of the Regulatory Element

Nasdaq Members that are also NASD members will be permitted to
administer the continuing education Regulatory Element program to their
registered persons by instituting an in-firm program to the extent such program
has been deemed acceptable to the NASD in accordance with NASD Rule
1120(a)(6). Such a program shall be administered by persons eligible to serve as
principals and proctors under NASD Rules 1043 and 1120(a)(6). Nasdaq
Members that are NASD members and that institute in-firm delivery of the
Regulatory Element program shall comply with NASD Rules 1120(a)(6) and
1043 as if such Rules were part of Nasdaq’s Rules. Nasdaq and NASD
Regulation, an affiliate of NASD, are parties to the Regulatory Contract pursuant
to which NASD Regulation has agreed to perform certain functions on behalf of
Nasdaq. Therefore, Nasdaq members are complying with Nasdaq Rule
1120(a)(6) by complying with NASD Rules 1120(a)(6) and 1043 as written,
including, for example, filing requirements and notifications. In addition,
functions performed by NASD Regulation, NASD Regulation departments, and
NASD Regulation staff under Nasdaq Rule 1120(a)(6) are being performed by
NASD Regulation on behalf of Nasdagq.

Nasdaq Members that are not NASD members will not be permitted to
institute in-firm delivery of the Regulatory Element program.
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(7) Regulatory Element Contact Person

Each member shall designate and identify to Nasdaq (by name and e-mail
address) an individual or individuals responsible for receiving e-mail notifications
provided via the Central Registration Depository regarding when a registered
person is approaching the end of his or her Regulatory Element time frame and
when a registered person is deemed inactive due to failure to complete the
requirements of the Regulatory Eleraent program, and provide prompt notification
to Nasdaq regarding any change in such designation(s). Each member must
review and, if necessary, update the information regarding its Regulatory Element
contact person(s) within 17 business days after the end of each calendar quarter to
ensure the information's accuracy.

(b) Firm Element
(1) Persons Subject to the Firm Element

The requirements of this subparagraph shall apply to any person registered
with a member who has direct contact with customers in the conduct of the
member's securities sales, trading and investment banking activities, and to the
immediate supervisors of such persons (collectively, "covered registered
persons"). "Customer" shall mean any natural person and any organization, other
than another broker or dealer, executing securities transactions with or through or
receiving investment banking services from a member.

(2) Standards for the Firm Element

(A) Each member must maintain a continuing and current
education program for its covered registered persons to enhance their
securities knowledge, skill, and professionalism. At a minimum, each
member shall at least annually evaluate and prioritize its training needs
and develop a written training plan. The plan must take into consideration
the member's size, organizational structure, and scope of business
activities, as well as regulatory developments and the performance of
covered registered persons in the Regulatory Element. If a member's
analysis establishes the need for supervisory training for persons with
supervisory responsibilities, such training must be included in the
member's training plan.

(B) Minimum Standards for Training Programs - Programs used to
implement a member's training plan must be appropriate for the business
of the member and, at a minimum must cover the following matters
concerning securities products, services, and strategies offered by the
member:

(1) General investment features and associated risk factors;
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(1) Suitability and sales practice considerations; and
(ii1) Applicable regulatory requirements.

(C) Administration of Continuing Education Program - A member
must administer its continuing education programs in accordance with its
annual evaluation and written plan and must maintain records
documenting the content of the programs and completion of the programs
by covered registered persons.

(3) Participation in the Firm Element

Covered registered persons included in a member's plan must take all
appropriate and reasonable steps to participate in continuing education programs
as required by the member.

(4) Specific Training Requirements

Nasdaq may require a member, individually or as part of a larger group, to
provide specific training to its covered registered persons in such areas as Nasdaq
deems appropriate. Such a requirement may stipulate the class of covered
registered persons for which it is applicable, the time period in which the
requirement must be satisfied and, where appropriate, the actual training content.

1130. Reliance on Current Membership List

The Nasdaq Secretary shall keep a currently accurate and complete membership
roll, containing the name and address of each Nasdag member, and the name and address
of the executive representative of each Nasdaq member. In any case where a
membership has been terminated, such fact shall be recorded together with the date on
which the membership ceased. The membership roll of Nasdaq shall at all times be
available to all members of Nasdaq, to all governmental authorities, and to the general
public, For the purpose of complying with pertinent Rules, a member shall be entitled to
rely on such membership roll.

1140. Electronic Filing Rules

(a) Filing Requirement

Except as provided in Rule 1013(a)(2), all forms required to be filed under the
Rule 1000 Series shall be filed through an electronic process or such other process as
Nasdaq may prescribe to the Central Registration Depository.

(b) Supervisory Requirements

(1) In order to comply with the supervisory procedures requirement in
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Rule 3010, each member shall identify a Registered Principal(s) or corporate

‘ officer(s) who has a position of authority over registration functions, to be
responsible for supervising the electronic filing of appropriate forms pursuant to
this Rule.

(2) The Registered Principal(s) or corporate officer(s) who has or have the
responsibility to review and approve the forms filed pursuant to this Rule shall be
required to acknowledge, electronically, that he is filing this information on
behalf of the member and the member's associated persons.

(c¢) Form U4 Filing Requirements

(1) Every initial and transfer electronic Form U4 filing shall be based on a
signed Form U4 provided to the member or applicant for membership by the
person on whose behalf the Form U4 is being filed. As part of the member's
recordkeeping requirements, it shall retain the person's signed Form U4 and make
it available promptly upon regulatory request. An applicant for membership also
must retain every signed Form U4 it receives during the application process and
make them available promptly upon regulatory request.

(2) Fingerprint Cards

Upon filing an electronic Form U4 on behalf of a person applying for

. registration, a member shall promptly submit a fingerprint card for that person.
Nasdaq may make a registration effective pending receipt of the fingerprint card.
If a member fails to submit a fingerprint card within 30 days after Nasdaq
receives the electronic Form U4, the person's registration shall be deemed
inactive. In such case, Nasdaq shall notify the member that the person must
immediately cease all activities requiring registration and is prohibited from
performing any duties and functioning in any capacity requiring registration.
Nasdagq shall administratively terminate a registration that is inactive for a period
of two years. A person whose registration is administratively terminated may
reactivate the registration only by reapplying for registration and meeting the
qualification requirements of the applicable provisions of the Rule 1020 Series
and the Rule 1030 Series. Upon application and a showing of good cause, Nasdaq
may extend the 30-day period.

(d) Form U-5 Filing Requirements

Initial filings and amendments of Form U-5 shall be submitted electronically. As
part of the member's recordkeeping requirements, it shall make such records available
upon regulatory request.

(e) Third Party Filing

' A member may employ a third party to file the required forms electronically on its
behalf.
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1150. Executive Representative

Each Nasdaq member shall appoint and certify to the Secretary of Nasdaq one
“executive representative” who shall represent, vote, and act for the Nasdaq member in
all the affairs of Nasdaq; provided, however, that other representatives of a Nasdaq
member may also serve on the Nasdaq Board or committees of Nasdaq or otherwise take
part in the affairs of Nasdaq. A Nasdaq member may change its executive representative
or appoint a substitute for its executive representative upon giving notice thereof to the
Nasdaq Secretary via electronic process or such other process as Nasdaq may prescribe.
An executive representative of a Nasdag member or a substitute shall be a member of
senior management and registered principal of the Nasdag member. Each executive
representative shall maintain an Internet electronic mail account for communication with
Nasdaq and shall update firm contact information as prescribed by Nasdaq. Each
member shall review and, if necessary, update its executive representative designation
and contact information within 17 business days after the end of each calendar quarter.
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7000. Charges for Membership, Services, and Equipment
7001. Membership Fees

(a) Each Nasdaq member will be assessed a membership fee of $1,200 per year
and a trading rights fee of $200 per month.

(b) There shall be no charge for applicants to apply for membership in Nasdaq
pursuant to Nasdaq Rule 1013(a)(6)(C) prior to the date on which Nasdaq commences
operation as a national securities exchange. All other applicants for membership in
Nasdaq will be assessed a non-refundable application fee of $2,000.

7002. SEC Transaction Fee

Each member shall be assessed an SEC transaction fee. The amount shall be
determined by the SEC in accordance with Section 31 of the Act.

7010. System Services
7011. Nasdaq Level 1 Service

(a) The charge to be paid by the subscriber for each terminal receiving
Nasdaq Level 1 Service is $20 per month. This Service includes the following
data:

(1) inside bid/ask quotations calculated for securities listed in The
Nasdaq Stock Market;

(2) last sale information on Nasdaq-listed securities; and

Nasdaq Level 1 Service also includes inside/bid ask quotations calculated for
securities quoted in the NASD’s OTC Bulletin Board (OTCBB), individual
quotations or indications of interest of broker/dealers utilizing the NASD’s
OTCBB service, and last sale information for securities classified as non-
exchange listed securities under the NASD’s 6600 Rule Series. Pursuant to an
OTCBB and OTC Equities Transfer and Services Agreement, NASD has
outsourced the operation of the NASD’s OTCBB service to Nasdag.

(b) Non-Professional Services

(1) The charge to be paid by non-professional subscribers for
access to Nasdaq Level 1 Service or the Last Sale Information Service
through an authorized vendor shall be $1.00 per interrogation device per
month.




7012.

7013.

(2) A "non-professional” is a natural person who is neither:

(A) registered or qualified in any capacity with the
Commission, the Commodities Futures Trading Commission, any
state securities agency, any securities exchange or association, or
any commodities or futures contract market or association;

(B) engaged as an "investment adviser" as that term defined
in Section 201(11) of the Investment Advisors Act of 1940
(whether or not registered or qualified under that Act); nor

(C) employed by a bank or other organization exempt from
registration under federal or state securities laws to perform
functions that would require registration or qualification if such
functions were performed for an organization not so exempt.

(3) Nasdaq may waive all or part of the foregoing charges with
respect to the services offered by a vendor.

Nasdaq Level 2/3 Service

The charge to be paid by the subscriber for each terminal receiving
Nasdaq Level 2 or Nasdaq Level 3 Service shall be $150 per month plus $140 per
month communication charge, plus equipment related charges as detailed in Rules
7030 and 7040. Equipment related charges may include an installation charge, a
site survey, a terminal charge and conversion, removal and relocation charges.

Consolidated Quotation Service and Exchange-Listed Securities Transaction
Credit

(a) The charge to be paid by the subscriber for each terminal receiving
Consolidated Quotation Service shall be $50 per month and $.02 per quotation
request plus the monthly charges established by the NYSE and AMEX for
receiving last sale information and bid/ask quotations plus equipment related
charges as detailed in Rules 7030, and 7040. Equipment related charges may
include an installation charge, a site survey, a terminal charge and conversion,
removal and relocation charges.

(b) Nasdaq members that trade securities listed on the NYSE ("Tape A")
and Amex ("Tape B") through Nasdaq may receive from Nasdaq transaction
credits based on the number of transactions attributed to them. A transaction is
attributed to a member if the transaction is executed through CAES, ITS or
Nasdagq's Brut Facility, and the member acts as liquidity provider (i.e., the
member sells in response to a buy order or buys in response to a sell order). A
Nasdaq member may earn credits from one or both pools maintained by Nasdag,
each pool representing 50% of the revenue paid by the Consolidated Tape
Association to Nasdaq for each of Tape A and Tape B transactions after deducting



7014.

7015.

the amount that Nasdaq pays to the Consolidated Tape Association for capacity
usage. A Nasdaq member may earn credits from the pools according to the
member’s pro rata share of transactions attributed to Nasdaq members in each of
Tape A and Tape B for each calendar quarter.

Computer Assisted Execution Service

The charges to be paid by members receiving the Computer Assisted
Execution Service (CAES) for trading non-Nasdaq exchange-listed securities
through the Nasdaq Market Center shall consist of a fixed service charge of $200
per member per month, transaction charges as provided in Nasdaq Rule 7018 and
equipment-related charges as provided elsewhere in the Rule 7000 Series.

Access Services.

The following charges are assessed by Nasdaq for connectivity to the Nasdaq

Market Center (NMC), the NASD’s Trade Reporting Facility, the NASD’s OTCBB
Service, and Nasdaq's Brut Facility (Brut). The fees established under Rule 7015 for
non-Nasdaq members using Nasdaq services to access the NASD’s Trade Reporting
Facility or OTCBB Service shall be the fees established for members under this Rule
7015, as in effect on the date of Nasdaq’s registration as a national securities exchange.

(a) Nasdaq Information Exchange (QIX)

Port pair (plus optional proprietary quote information port) } $1,200 per month

| ECN direct connection port pair $1,200 per month

| Unsolicited message port $1,000 per month

(b) Computer to computer interface (CTCI) and Financial Information

Exchange (FIX)

Options Price

‘Option 1: $1275/month

iDual 56kb lines (one for redundancy)
‘and single hub and router.

:Option 2: $1600/month

Dual 56kb lines (one for redundancy),
dual hubs (one for redundancy), and dual
-routers (one for redundancy).




‘Option 3:

{Dual T1 lines (one for redundancyy), dual
‘hubs (one for redundancy), and dual
routers (one for redundancy). Includes
‘base bandwidth of 128kb.

$8000/month

{FIX Trading Port (NMC and Brut)  {$400/port/month
{FIX Port for Services Other than $500/port/month
{Trading

:Dedicated FIX server $1,000/server/month

Dedicated FIX server (Brut)

13,000/server/month;

initial term of not less than
12 months is required

'Option 1, 2, or 3 with Message Queue
.software enhancement

|Fee for Option 1, 2, or 3

(including any Bandwidth
Enhancement Fee) plus 20%

Disaster Recovery Option:

‘Single 56kb line with single hub and
router. (For remote disaster recovery
sites only.)

$975/month

:Bandwidth Enhancement Fee (for T1
subscribers only)

$600/month per 64kb
increase above 128kb T1
base

Installation Fee

$2000 per site for dual hubs
and routers

$1000 per site for single hub
and router

Relocation Fee (for the movement of
' TCP/IP-capable lines within a single
location)

$1700 per relocation

(c) New Nasdaq Workstation

| Nasdaq Workstation Trader-

19435 per user per month

| Nasdaq Workstation Post Trade

See Rule 7015(d)

(d) Specialized Services Related to NASD’s Trade Reporting Facility




CTCI fee $575.00/month

‘WebLink ACT or{$300.00/month (full functionality) or $150.00/month

Nasdaq (up to an average of twenty transactions per day

Workstation Post |each month) (For the purposes of this service only, a

Trade transaction is defined as an original trade entry,
either on trade date or as-of transactions per month.)

ACT $525/1ogon/month

Workstation

7016. Nasdaq Risk Management

Clearing brokers using the Nasdaq Risk Management service will be assessed a
charge of $0.0035 per side per trade monitored by Nasdaq Risk Management and a
charge of $17.25 per month per correspondent executing broker monitored by Nasdaq
Risk Management, up to a maximum charge of $10,000 per month per correspondent
executing broker.

7017. National Quotation Data Service (NQDS)

(a) Except as provided in subparagraph (2) of this section, the charge to be paid
for each interrogation or display device receiving all or any portion of the information
disseminated through the NQDS shall be $50.00 per month. The NQDS information that
will be provided through service consists of individual market maker quotations, Nasdaq
Level 1 Service and the Last Sale Information Service.

(b) The charge to be paid by a non-professional for each interrogation or display
device receiving all or any portion of the NQDS information disseminated through an
authorized vendor shall be $10.00 per month.

(c) A "non-professional” is a natural person who is neither:

(1) registered or qualified in any capacity with the Commission, the
Commodities Futures Trading Commission, any state securities agency, any
securities exchange or association, or any commodities or futures contract market
or association;

(2) engaged as an "investment adviser" as that term defined in Section
201(11) of the Investment Advisors Act of 1940 (whether or not registered or
qualified under that Act); nor

(3) employed by a bank or other organization exempt from registration
under federal or state securities laws to perform functions that would require
registration or qualification if such functions were performed for an organization
not so exempt.




7018. Nasdaq Market Center and Brut Facility Order Execution

(a) The following charges shall apply to the use of the order execution services of
the Nasdaq Market Center and Nasdaq's Brut Facility by members for Nasdag-listed
securities subject to the Nasdaq UTP Plan and for Exchange-Traded Funds listed on the
American Stock Exchange. The term "Exchange-Traded Funds" shall mean Portfolio
Depository Receipts, Index Fund Shares, and Trust Issued Receipts as such terms are
defined in Rule 4420(i), (j), and (1), respectively.

Order that accesses the
‘Quote/Order of a market
'participant that does not
_charge an access fee to
‘market participants
_accessing its Quotes/Orders
ithrough the Nasdaq Market
Center and/or Nasdaq's
Brut Facility:

iCharge to member entering
order:

Average daily shares of
liquidity provided through
the Nasdaq Market Center
-and/or Nasdaq's Brut
Facility by the member
during the month:

Greater than 10 million $0.0027 per share executed (but no more
than $108 per trade for trades in securities
executed at $1.00 or less per share)

‘Greater than 2,000,000 but {$0.0028 per share executed (but no more

‘less than or equal to than $112 per trade for trades in securities
110,000,000 executed at $1.00 or less per share)
12,000,000 or less $0.0030 per share executed (but no more

than $120 per trade for trades in securities
executed at $1.00 or less per share)

Credit to member providing
liquidity:

Average daily shares of
liquidity provided through
.the Nasdaq Market Center
and/or Nasdaq's Brut
‘Facility by the member




.during the month:

Greater than 20 million

$0.0025 per share executed (but no more
than $100 per trade for trades in securities
executed at $1.00 or less per share)

Greater than 2,000,000 but
less than or equal to
120,000,000

$0.0022 per share executed (but no more
than $88 per trade for trades in securities
executed at $1.00 or less per share)

‘Less than or equal to
2,000,000

$0.0020 per share executed (but no more
than $80 per trade for trades in securities
executed at $1.00 or less per share)

Order that accesses the
Quote/Order of a market
'participant that charges an
‘access fee to market
participants accessing its
Quotes/ Orders through the
Nasdaq Market Center:

Charge to member
_entering order:

Average daily shares of
liquidity provided through
ithe Nasdaq Market Center
‘and/or Nasdaq's Brut
Facility by the member
during the month:

500,000 or less

$0.001 per share executed (but no more
than $40 per trade for trades in securities
executed at $1.00 or less per share)

500,001 or more

$0.001 per share executed (but no more
than $40 per trade for trades in securities
executed at $1.00 or less per share, and no
more than $10,000 per month)

Routed Orders

Any order entered by a
member that is routed
outside of both the Nasdaq
Market Center and
'Nasdaq's Brut Facility and
.that does not attempt to
execute in Nasdaq's Brut
Facility prior to routing

$0.004 per share executed




' Any other order entered by
a member that is routed
outside of both the Nasdaq
Market Center and
‘Nasdaq's Brut Facility

Average daily shares of
liquidity provided through
ithe Nasdaq Market Center
and/or Nasdaq's Brut
Facility by the member
:during the month and
.average daily shares
accessed through and/or
-routed from the Nasdaq
‘Market Center and/or
Nasdaq's Brut Facility by
the member during the
month (excluding orders
‘routed outside of both the
Nasdaq Market Center and
Nasdag's Brut Facility that
do not attempt to execute in
‘Nasdaq's Brut Facility prior
to routing):

Greater than 20 million
shares of liquidity provided
and greater than 40 million
-shares accessed and/or
routed

$0.0025 per share executed

iGreater than 10 million but
iless than or equal to 20
‘million shares of liquidity
provided and any amount
accessed or routed, OR
greater than 20 million
;shares of liquidity provided
‘and 40 million or fewer
‘shares accessed and/or
irouted

$0.0027 per share executed

iGreater than 2,000,000 but
less than or equal to
10,000,000 shares of
liquidity provided and any
:amount accessed and/or
routed

$0.0028 per share executed




Less than or equal to $0.0030 per share executed
2,000,000 shares of
liquidity provided and any
amount accessed and/or
routed

(b) For purposes of assessing Nasdaq Market Center and Brut Facility fees and
credits hereunder, (1) a Discretionary Order that executes prior to being displayed as a
Quote/Order will always be deemed to be accessing liquidity unless it is executed by (or
receives delivery of) a displayed Discretionary Order at a price in the discretionary price
range of the displayed Discretionary Order, and (2) a Discretionary Order that executes
after being displayed as a Quote/Order will always be deemed to be providing liquidity,
unless the displayed Discretionary Order executes against (or is delivered to) a
Quote/Order that has not been designated "Immediate or Cancel," at a price in its
discretionary price range.

(c) Closing Cross
Market-on-Close and Limit-on-Close orders executed in the $0.0005 per share
Nasdaq Closing Cross executed
| All other quotes and orders executed in the Nasdaq Closing No charge for
Cross execution
(d) Opening Cross

Members shall be charged the Nasdaq Market Center execution fees, and receive
the Nasdaq Market Center liquidity provider credits provided in Rule 7018(a), for those
quotes and orders executed in the Nasdaq Opening Cross.

(e) There shall be no charges or credits for order entry, execution, routing, or
cancellation by members accessing the Nasdaq Market Center or Nasdaq’s Brut Facility
to buy or sell exchange-listed securities subject to the Consolidated Quotations Service
and Consolidated Tape Association plans, other than: (1) the charges in Rule 7018(a) for
Exchange-Traded Funds listed on the American Stock Exchange, (2) charges described in
Rule 7014, (3) a fee of $0.0004 per share executed for orders delivered by Nasdaq’s Brut
Facility to an exchange using the exchange’s proprietary order delivery system if such
orders do not attempt to execute in Nasdaq's Brut Facility or the Nasdaq Market Center
prior to routing to the exchange, and (4) a fee of $0.009 per share executed for any limit
order delivered by Nasdaq's Brut Facility to the New York Stock Exchange ("NYSE")
using the NYSE's proprietary order delivery system if such an order is not an on-close
order, is not executed in the opening, and remains at the NYSE for more than 5 minutes.

(f) The fees applicable to non-members using Nasdaq’s Brut Facility shall be the

fees established for members under Rule 7018, as in effect on the date of Nasdaq’s
registration as a national securities exchange:..

10




7019. Market Data Distributor Fees

(a) Nasdaq Market Data Distributors shall be assessed the following annual
administrative fee:

Delayed distributor $250
0-999 real-time terminals  |$500
1,000—4,999 real-time 181,250
|terminals

5,000-9,999 real-time $2,250
terminals

10,000+ real-time terminals {$3,750

Nasdaq may waive all or part of the foregoing charges.

(b) The charge to be paid by Distributors of the following Nasdaq Market Center
real time data feeds shall be:

Monthly Direct Monthly Internal { Monthly External
| Access Fee Distributor Fee Distributor Fee
Issue Specific Data ‘
;VDynamic Intradéy $2,500 | $1,000 $2,500 |
TotalView '
! OpenVieW
Daily $500 $0 18500
| MFQS | |
| Market Summary
Statistics
Intraday | $500 $50 1 $1,500
] Real Time Index | )

(¢) A "distributor" of Nasdaq data is any entity that receives a feed or data file of
Nasdaq data directly from Nasdaq or indirectly through another entity and then
distributes it either internally (within that entity) or externally (outside that entity). All
distributors shall execute a Nasdaq distributor agreement. Nasdagq itself is a vendor of its




data feed(s) and has executed a Nasdaq distributor agreement and pays the distributor
charge.

(d) "Direct Access" means a telecornmunications interface with Nasdaq for
receiving Nasdaq data via a Nasdaq-operated website, system or application, the MC1
Financial Extranet, or via an Extranet access provider or other such provider that is fee-
liable under Rule 7025.

7020. Automated Voice Response Service Fee

The monthly charge to be paid by the subscriber for access to Nasdaq Level 1
Service and Last Sale Information Service through automated voice response services
shall be $21.25 for each voice port.

7021. NasdaqTrader.com Trading and Compliance Data Package Fee

The charge to be paid by a Nasdaq Member for each entitled user receiving
Nasdaq Trading and Compliance Data Package via NasdaqTrader.com is $100 per month
(monthly maximum of 25 Historical Research Reports) or $130 per month (monthly
maximum of 100 Historical Research Reports). The Nasdaq Trading and Compliance

Data Package includes:

(a) Daily Share Volume Report for a Broker/Dealer (Member Firm's
information only)

(b) Monthly Compliance Report Cards (Member Firm's information only)
(c) Monthly Summaries
(d) Historical Research Reports

(1) Market Maker Price Movement Report

(2) Equity Trade Journal (Member Firm's information only)

Nasdaq may modify the contents of the Nasdaq Trading and Compliance Data Package
from time to time based on subscriber interest. ’

7022. Historical Research and Administrative Reports
(a) The charge to be paid by the purchaser of an Historical Research Report

regarding a Nasdaq security through the NasdaqTrader.com website shall be determined
in accordance with the following schedule:

Number of fields of
information in the report
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\participant for a day

1-10 | 11-15 | 16o0r
more
A. Market Summary Statistics
For a day $10 $15 $20
For a month, quarter, or year $15 $20 825
B. Index Weighting Information
For a day $15 $30 $45
.C. Nasdag Issues Summary Statistics
For a security for a day $10 $15 $20
. For a security for a month, quarter, §20 $30 $40
‘or year
For all issues for a day 850 $75 | $100
For all issues for a month, quarter or| $100 $150 $200
‘year
D. Intré—Day Quote and Intra-Day Time and Sales Data
For a security and/or a market $15 $25 $35
participant for a day
For all market participants foraday | $30 $40 $50
‘or for all securities for a day
'E. Member Trading Activity Reports
. For a security and a market $15 $25 $50
‘participant for a day
For all securities for a market $30 $50 $75

F. Nasdaq may, in its discretion, choose to rnake a report that
purchasers wish to obtain every trading day available on a subscription
discount basis. In such cases, the price for a subscription to receive a
report every trading day in a month shall be the applicable rate to
ireceive the report for a day times 20; the price for a subscription to
ireceive a report every trading day in a quarter shall be the applicable
rate to receive the report for a day times 60; and the price for a
 subscription to receive a report every trading day in a year shall be the
‘applicable rate to receive the report for a day times 240.
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(b) The charge to be paid by the purchaser of an Historical Research Report
regarding a Nasdaq security that wishes to obtain a license to redistribute the information
contained in the report to subscribers shall be determined in accordance with the
following schedule:

Number of subscribers

1-500 | 501- |1,000— {5,000 10,000+
999 | 4,999 | 9,999

'A. Market Summary Statistics

. More often than once a $250 | $350 | $450 | $550 | $750
‘month

Once a month, quarter, $125 | $175 | $225 | $275 | $375
lor year

B. Index Weighting Information

More often than once a | $1,000 | $1,500 | $2,500 | $3,500 | $5,000
‘month

Once a month, quarter, $500 | $550 | $600 | $750 {$1,000
or year

:C. Nasdaq Issues Summary Statistics

| More often thanoncea | $500 | $600 | $700 | $800 | $1,000
month

Once a month, quarter, $250 | $300 | $350 | $400 | $500
or year

D. Intra-Day Quote and Intra-Day Time and Sales Data

For a security and/or a $200 | $300 | $400 | $500 | $700
market participant for a
‘day

. For all market $1,000 { $1,500 | $2,500 | $3,500 | $5,000
participants for a day or for
all securities for a day

(c) Administrative Reports — $25 per user, per month.
7023. Nasdaq TotalView

(a) TotalView Entitlement
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Market Center participant orders and quotes displayed in the system as well as the
aggregate size of such orders and quotes at each price level in the execution functionality
of the Nasdaq Market Center, including the NQDS feed and the Brut System Book Feed.

. The TotalView entitlement allows a subscriber to see all individual Nasdaq

(1)(A) Except as provided in (a)(1)(B) for the TotalView entitlement there
shall be a $70 monthly charge for each controlled device.

(B) A non-professional subscriber, as defined in Rule 7011(b), shall pay
$14 per month for each controlled device.

(2) 30-Day Free-Trial Offer. Nasdagq shall offer all new individual
subscribers and potential new individual subscribers a 30-day waiver of the user
fees for TotalView. This waiver shall not include the incremental fees assessed for
the NQDS-only service, which are $30 for professional users and $9 for non-
professional users per month. This fee waiver period shall be applied on a rolling
basis, determined by the date on which a new individual subscriber or potential
individual subscriber is first entitled by a distributor to receive access to
TotalView. A distributor may only provide this waiver to a specific individual
subscriber once.

For the period of the offer, the TotalView fee of $40 per professional user and $5
per non-professional user per month shall be waived.

(b) A "controlled device" is any device that a distributor of the Nasdaq data
entitlement package(s) permits to: (1) access the information in the Nasdaq data
entitlement package(s); or (2) communicate with the distributor so as to cause the
distributor to access the information in the Nasdaq data entitlement package(s). If a
controlled device is part of an electronic network between computers used for
investment, trading or order routing activities, the burden shall be on the distributor to
demonstrate that the particular controlled device should not have to pay for an
entitlement. For example, in some display systems the distributor gives the end user a
choice to see the data or not; a user that chooses not to see it would not be charged.
Similarly, in a non-display system, users of controlled devices may have a choice of basic
or advanced computerized trading or order routing services, where only the advanced
version uses the information. Customers of the basic service then would be excluded
from the entitlement requirement.

(c) OpenView
The OpenView entitlement package consists of all individual Nasdaq Market
Center participant orders and quotes in exchange-listed securities in the system. There

shall be a charge of $6 per month per controlled device for Open View.

. (d) Historical TotalView Information — ModelView

15



Nasdaq will make historical TotalView information, under the Model View
entitlement package, available via NasdaqTrader.com. Model View shall contain
historical TotalView information regarding aggregate displayed and reserve liquidity at
each price level in the Nasdaq Market Center. ModelView shall be available for a
subscription fee of $2,000 per month.

7024. Nasdaq Revenue Sharing Program

After Nasdaq earns total operating revenue sufficient to offset actual expenses and
working capital needs, a percentage of all Market Participant Operating Revenue
("MPOR") shall be eligible for sharing with Nasdaq Quoting Market Participants (as
defined in Rule 4701). MPOR is defined as operating revenue that is generated by
Nasdaq Quoting Market Participants. MPOR consists of transaction fees, technology
fees, and market data revenue that is attributable to Nasdaq Quoting Market Participant
activity in Nasdaq National Market and SmallCap Market securities. MPOR shall not
include any investment income or regulatory monies. The sharing of MPOR shall be
based on each Nasdaq Quoting Market Participant's pro rata contribution to MPOR. In no
event shall the amount of revenue shared with Nasdaq Quoting Market Participants
exceed MPOR. To the extent market data revenue is subject to year-end adjustment,
MPOR revenue may be adjusted accordingly.

7025, Extranet Access Fee

Extranet providers that establish a connection with Nasdaq to offer direct access
connectivity to market data feeds shall be assessed a monthly access fee of $750 per
recipient Customer Premises Equipment ("CPE") Configuration. If an extranet provider
uses multiple CPE Configurations to provide market data feeds to any recipient, the
monthly fee shall apply to each such CPE Configuration. For purposes of this paragraph
(v), the term "Customer Premises Equipment Configuration" shall mean any line, circuit,
router package, or other technical configuration used by an extranet provider to provide a
direct access connection to Nasdaq market data feeds to a recipient's site.

7026. ACES
Charges to Receiving Subscribers:
Per execution for the first 25,000 orders executed in one month $0.70
Per execution for the next 25,000 orders executed in one month $0.50
Per execution for all remaining orders executed in one month $0.10
Per execution for routing relationship between Receiving Subscriber $0.10

and Routing Subscriber established after May 1, 2005
Charges to Routing Subscribers:
Reject Fee for orders routed to Receiving Subscribers that $1.00
have not agreed to receive orders from the Routing
Subscriber

7027. Aggregation of Activity of Affiliated Members
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(a) For purposes of applying any provision of Rules 7013, 7014, 7015, 7018, 7024,
or 7026 that reflects a charge assessed, or credit provided, by Nasdaq, a member may
request that Nasdaq aggregate its activity with the activity of its affiliates. A member
requesting aggregation of affiliate activity shall be required to certify to Nasdaq the
affiliate status of entities whose activity it seeks to aggregate prior to receiving approval
for aggregation, and shall be required to inform Nasdaq immediately of any event that
causes an entity to cease to be an affiliate. In addition, Nasdaq reserves the right to
request information to verify the affiliate status of an entity.

(b) For purposes of applying any provision of Rules 7013, 7014, 7015, 7018,
7024, or 7026 that reflects a charge assessed, or credit provided, by Nasdaq, references to
an entity (including references to a "member," a "participant," or a "Nasdaq Quoting
Market Participant") shall be deemed to include the entity and its affiliates that have been
approved for aggregation.

(c) For purposes of this Rule 7027, the terms set forth below shall have the
following meanings:

(1) An "affiliate” of a member shall mean any wholly owned subsidiary,
parent, or sister of the member that is also a member.

(2) A "wholly owned subsidiary" shall mean a subsidiary of a member,
100% of whose voting stock or comparable ownership interest is owned by the
member, either directly or indirectly through other wholly owned subsidiaries.

(3) A "parent" shall mean an entity that directly or indirectly owns 100% of
the voting stock or comparable ownership interest of a member.

(4) A "sister” shall mean an entity, 100% of whose voting stock or
comparable ownership interest is owned by a parent that also owns 100% of the

voting stock or comparable ownership interest of a member.

7028. Special Options

Receive only Printer || ___|8100/month

|Local Posting | Permits subscriber to use $ 10/month

Nasdaq Level 3 terminals to
lenter quotations simultaneously
Jinto an internal computer
|system.

Dual Keyboard ! 1$ 15/month

Non-Continuous |Permits vendor to process and  ||$.005/query
|Access to Nasdaq |distribute Level 1 and LastSale
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H

|Last Sale information |continuous or Information

Nasdaq Level 1 and  to its subscribers on a non-

‘Iquery-response basis.

7029. Installation, Removal or Relocation

Upon installation, removal, relocation of terminal and related equipment, or
combination thereof, the subscriber shall pay charges incurred by Nasdaq, on behalf of
the subscriber for the work being performed by the maintenance organization retained by
Nasdag.

7030. Other Services
(a) Daily Reports to Newspapers

Reports for regular public release, such as a list of closing quotations or market
summary information for newspaper publication, shall be produced in a format
acceptable to most publishers without charge. Should such information be transmitted to
another location at the request of any firm, a charge may be imposed for such services by
Nasdag.

(b) Other Requests for Data

Nasdaq may impose and collect compensatory charges for data Nasdaq supplied
upon request, where there is no provision elsewhere in this Rule 7000 Series for charges
for such service or sale.

(c) Correspondents

The charge for registration and display of a correspondent firm for a registered
market maker shall be $3.50 per month for each correspondent displayed per security.

(d) Nasdaq Testing Facility

(1) Subscribers that conduct tests of their Nasdaq access protocols connection
(which includes computer-to-computer interface (CTCI), Financial Information Exchange
(FIX) interface, and Nasdaq Information Exchange (QIX) interface) or market data
vendor feeds through the Nasdaq Testing Facility (NTF) shall pay the following charges:

$285/hour {For Active Connection testing using current Nasdaq
access protocols during the normal operating hours of the
NTF;

No Charge {For Idle Connection testing using current Nasdaq access
protocols;
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$333/hour {For Active Connection testing using current Nasdaq
access protocols at all times other than the normal
operating hours of the NTF.

(2)(A) An "Active Connection" commences when the user begins to send and/or
receive a transaction to and from the NTF and continues until the earlier of disconnection
or the commencement of an Idle Connection.

(B) An "Idle Connection" commences after a Period of Inactivity and continues
until the earlier of disconnection or the commencement of an Active Connection. If a
Period of Inactivity occurs immediately after subscriber's connection to the NTF is
established and is then immediately followed by an Idle Connection, then such Period of
Inactivity shall also be deemed a part of the Idle Connection.

(C) A "Period of Inactivity" is an uninterrupted period of time of specified length
when the connection is open but the NTF is not receiving from or sending to subscriber
any transactions. The length of the Period of Inactivity shall be such period of time
between 10 minutes and 60 minutes in length as Nasdaq may specify from time to time
by giving notice to users of the NTF.

(3) The foregoing hourly fees shall not apply to market data vendor feed testing, or
testing occasioned by:

(A) new or enhanced services and/or software provided by Nasdagq;

(B) modifications to software and/or services initiated by Nasdaq in response to a
contingency; or

(C) testing by a subscriber of a Nasdaq service that the subscriber has not used
previously, except if more than 30 days have elapsed since the subscriber commenced the
testing of such Nasdaq service.

(4) Subscribers that conduct access protocol or market data vendor feed tests using
a dedicated circuit shall pay a monthly fee, in addition to any applicable hourly fee
described in section (d)(1) above, in accordance with the following schedule:

Service Description Price
NTF Market Data |Test Market Data Vendor {$1,100/circuit/month
Feeds over a 56kb

dedicated circuit

NTF CTCl/and/or {CTCI and/or FIX service {$1,100/circuit/month
FIX over a 56kb dedicated
circuit

NTF Test Suite FIX service and CTCI $1,800/2 circuits/month
service over two 56kb
circuits (128 kb)
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NTF Circuit Installation of any service{$700/circuit/installation
Installation option including SDP
configuration

(5) New NTF subscribers that sign a one-year agreement for dedicated testing
service shall be eligible to receive 90-calendar days free dedicated testing service.

(6) "New NTF subscribers" are subscribers that
(A) have never had dedicated testing service; or

(B) have not had dedicated testing service within the last 6 calendar
months.

7031. Partial Month Charges

Distributors may elect to have the charges for the month of commencement or
termination of service be billed on a full month basis or prorated based on the number of
trade days in that month.

7032. Late Fees

(a) All charges imposed by Nasdaq that are past due 45 days or more will be
subject to a late fee computed by taking the summation of one and one-half percent (1
%2%) of the amount past due for the first month plus one and one-half percent (1 2%) of
the amount past due for any month thereafter, compounded by late fees assessed for
previous months.

(b) To illustrate how late fees are assessed, if an account is past due $1,000 for 45
days, the late fee would be $30.22. This charge reflects a charge of $15 for the first
month past due ($1,000 x 1 %:%) and $15.22 for the second month past due ($1,015 x 1
¥2%).

7033. Mutual Fund Quotation Service

(a) Funds and Unit Investment Trusts included in the Mutual Fund Quotation
Service ("MFQS") shall be assessed an annual fee of $400 per fund or trust authorized for
the News Media Lists and $275 per fund or trust authorized for the Supplemental List.
Funds authorized during the course of an annual billing period shall receive a proration of
these fees but no credit or refund shall accrue to funds or trust terminated during an
annual billing period. In addition, there shall be a one-time application processing fee of
$325 for each new fund or trust authorized.

(b) If a Unit Investment Trust expires by its own terms during an annual billing
period and is replaced within three months by a trust that is materially similar in
investment objective, the replacing trust shall be charged a one-time application fee of
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$150. In addition, the replacing trust shall not be charged an annual fee if the expiring
trust has already paid an annual fee for that annual billing period.

(¢) Funds included in the MFQS and pricing agents designated by such funds
("Subscriber"), shall be assessed a monthly fee of $100 or each logon identification
obtained by the Subscriber. A Subscriber may use a logon identification to transmit to
Nasdaq pricing and other information that the Subscriber agrees to provide to Nasdagq.

(d) Funds included in the MFQS shall be assessed a $20 administrative fee to
process a request to amend the name and/or the symbol of a fund.

7100. Minor Modifications in Charges

To facilitate the development of new information services and uses under
appropriate terms and conditions, arrangements of limited duration, geography and/or
scope may be entered into with Broker/Dealers, Vendors and other persons which may
modify or dispense with some or all of the charges contained in this Rule or the terms and
conditions contained in standard agreements. The arrangements contemplated will permit
the testing and pilot operation of proposed new information services and uses to evaluate
their impact on and to develop the technical, cost and market research information
necessary to formulate permanent charges, terms and conditions for filing with and
approval by the Commission.
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By-Laws of NASD Regulation, Inc.
ARTICLE |

DEFINITIONS

When used in these By-Laws, unless the context otherwise requires, the term:
(a) "Act” means the Securities Exchange Act of 1934, as amended;

(b) "Board" means the Board of Directors of NASD Regulation;

(c) "broker" shall have the same meaning as in Section 3(a)(4) of the Act;

(d) "Commission" means the Securities and Exchange Commission;

(e) "day" means calendar day;

(f) "dealer” shall have the same meaning as in Section 3(a)(5) of the Act;

(g) "Delaware law" means the General Corporation Law of the State of Delaware;

(h) "Delegation Plan" means the "Plan of Allocation and Delegation of Functions by NASD to Subsidiaries” as
approved by the Commission, and as amended from time to time;

(i) "Director" means a member of the Board;

(i) "district” means a district established by the Board pursuant to Article VIIl, Section 8.1 of these By-Laws;
(k) "District Committee" means a District Committee elected pursuant to Article VIl of these By-Laws;

(1) "District Director” means an NASD Regulation staff member who heads a district office;

(m) "District Nominating Committee" means a District Nominating Committee elected pursuant to Article ViII of
these By-Laws;

(n) "district office” means an office of NASD Regulation located in a district;

(0) "Executive Representative" means the executive representative of an NASD member appointed pursuant
to Article IV, Section 3 of the NASD By-Laws;

(p) "Independent Agent” means a corporation or entity selected by the Secretary of NASD Regulation to assist
NASD Regulation with nomination and election procedures under Articles VI and VIl of these By-Laws and the
representatives of such corporation or entity;

(q) "Industry Director" or "Industry member" means a Director (excluding the President of NASD Regulation
and the Chief Executive Officer of NASD) or a National Adjudicatory Council or committee member who (1) is or has
served in the prior three years as an officer, director, or employee of a broker or dealer, excluding an outside director
or a director not engaged in the day-to-day management of a broker or dealer; (2) is an officer, director (excluding
an outside director), or employee of an entity that owns more than ten percent of the equity of a broker or dealer,
and the broker or dealer accounts for more than five percent of the gross revenues received by the consolidated
entity; (3) owns more than five percent of the equity securities of any broker or dealer, whose investments in brokers
or dealers exceed ten percent of his or her net worth, or whose ownership interest otherwise permits him or her to
be engaged in the day-to-day management of a broker or dealer; (4) provides professional services to brokers or
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dealers, and such services constitute 20 percent or more of the professional revenues received by the Director

or member or 20 percent or more of the gross revenues received by the Director's or member's firm or partnership;

. (5) provides professional services to a director, officer, or employee of a broker, dealer, or corporation that owns 50
percent or more of the voting stock of a broker or dealer, and such services relate to the director's, officer’s, or
employee's professional capacity and constitute 20 percent or more of the professional revenues received by the
Director or member or 20 percent or more of the gross revenues received by the Director's or member's firm or
partnership; or (6) has a consulting or employment refationship with or provides professional services to the NASD,
NASD Regulation, NASD Dispute Resolution, or a market for which NASD provides regulation, or has had any such
relationship or provided any such services at any time within the prior three years;

(r) "NASD" means the National Association of Securities Dealers, Inc.;

(s) "NASD Board" means the NASD Board of Governors;

(t) "NASD Dispute Resolution" means NASD Dispute Resolution, Inc.;

(u) "NASD member" means any broker or dealer admitted to membership in the NASD;

(v) "NASD Regulation" means NASD Regulation, inc.;

(w) "National Adjudicatory Council" means a body appointed pursuant to Article V of these By-Laws.

(x) "National Nominating Committee” means the National Nominating Committee appointed pursuant to Article
VII, Section 9 of the NASD By-Laws;

(y) "Non-Industry Director” or "Non-Industry member” means a Director (excluding the President of NASD
Regulation and the Chief Executive Officer of NASD) or a National Adjudicatory Council or committee member who
is (1) a Public Director or Public member; (2} an officer or employee of an issuer of securities listed on a market for
which NASD provides regulation; (3) an officer or employee of an issuer of unlisted securities that are traded in the
over-the-counter market; or (4) any other individual who would not be an Industry Director or Industry member;

registered or has applied for registration under the Rules of the Association; (2) a sole proprietor, partner, officer,
director, or branch manager of a member, or other natural person occupying a similar status or performing similar
functions, or a natural person engaged in the investment banking or securities business who is directly or indirectly
controlling or controlled by a member, whether or not any such person is registered or exempt from registration with
the NASD under these By-Laws or the Rules of the Association; and (3) for purposes of Rule 8210, any other person
listed in Schedule A of Form BD of a member,;

I (z) "person associated with a member” or "associated person of a member” means: (1) a natural person who is

(aa) "Public Director” or "Public member" means a Director or National Adjudicatory Council or committee
member who has no material business relationship with a broker or dealer or the NASD, NASD Regulation, or a
market for which NASD provides regulation;

(bb) "Regicnal Nominating Committee" means a Regional Nominating Committee that nominates to the
National Nominating Committee a candidate for the National Adjudicatory Council to represent a geographical region
as provided in Article VI of these By-Laws; and

(cc) "Rules of the Association” or "Rules" means the numbered rules set forth in the NASD Manual beginning
with the Rule 0100 Series, as adopted by the NASD Board pursuant to the NASD By-Laws, as hereafter amended or
supplemented.

Amended by SR-NASD-2004-110 eff. Dec. 31, 2004.
Amended by SR-NASD-2001-57 eff. Sept. 12, 2001.
Amended by SR-NASD-01-13 eff. May 12, 2001.
Amended by SR-NASD-93-21 eff. July 9, 2000.
Amended by SR-NASD-99-35 eff. Dec. 1, 1999.
Amended by SR-NASD-38-56 eff. Oct. 30, 1998.
Amended by SR-NASD-97-71 eff. Jan. 15, 1998,

Selected Notice to Members: 98-85.

. ARTICLE II
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OFFICES

Location

Sec. 2.1 The address of the registered office of NASD Regulation in the State of Delaware and the name of
the registered agent at such address shall be: The Corporation Trust Company, 1208 Orange Street, Wilmington,
Delaware 19801. NASD Regulation also may have offices at such other places both within and without the State of
Delaware as the Board may from time to time designate: or the business of NASD Regulation may require.

Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Change of Location

Sec. 2.2 In the manner permitted by law, the Board or the registered agent may change the address of
NASD Regulation's registered office in the State of Delaware and the Board may make, revoke, or change the
designation of the registered agent.

Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

ARTICLE Il

MEETINGS OF THE STOCKHOLDER

Action by Consent of Stockholder

Sec. 3.1 Any action required or permitted by law to be taken at any meeting of the stockholder of NASD
Regulation may be taken without a meeting, without prior notice and without a vote, if a consent in writing, setting
forth the action so taken, is signed by the holder of the outstanding stock.

| Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

ARTICLE IV

BOARD OF DIRECTORS

General Powers

Sec. 4.1 The property, business, and affairs of NASD Regulation shall be managed by or under the direction
of the Board. The Board may exercise all such powers of NASD Regulation and have the authority to perform all
such lawful acts as are permitted by law, the Restated Certificate of incorporation, these By-Laws, or the
Delegation Plan to assist the NASD in fulfilling its self-regulatory responsibilities as set forth in Section 15A of the
Act, and to support such other initiatives as the Board may deem appropriate. To the fullest extent permitted by
applicable law, the Restated Certificate of Incorporation, and these By-Laws, the Board may delegate any of its
powers {o a committee appointed pursuant to Section 4.13 or to NASD Regulation staff in a manner not
inconsistent with the Delegation Plan.

Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Number of Directors

Sec. 4.2 The Board shall consist of no fewer than five and no more than fifteen Directors, the exact number
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to be determined by resclution adopted by the stockholder of NASD Regulation from time to time. Any new
Director position created as a result of an increase in the size of the Board shall be filled pursuant to Section 4.4.

Amended by SR-NASD-2001-57 eff. Sept. 12, 2001.
Amended by SR-NASD-00-43 eff. July 21, 2000.
Amended by SR-NASD-99-10 eff. Feb. 8, 1999.
Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Qualifications

Sec. 4.3 (a) Directors need not be stockholders of NASD Regulation. Only Governors of the NASD Board
shall be eligible for election to the Board. The number of Non-Industry Directors shall equal or exceed the number
of Industry Directors. The Board shall include the Presicdent and the National Adjudicatory Council Chair,
representatives of an issuer of investment company shares or an affiliate of such an issuer, and an insurance
company or an affiliated NASD member. If the Board consists of 5-7 Directors, it shall include at least one Public
Director. If the Board consists of eight to nine Directors, at least two Directors shall be Public Directors. If the Board
consists of ten to twelve Directors, at least three Directors shall be Public Directors, and if the Board consists of
thirteen to fifteen Directors, at least four shall be Public Directors. The Chief Executive Officer of the NASD shall be
an ex-officio non-voting member of the Board.

(b) As soon as practicable, following the annual election of Directors, the Board shall elect from its members a
Chair and a Vice Chair and such other persons having such titles as it shall deem necessary or advisable to serve
until the next annual election or until their successors are chosen and qualify. The persons sc elected shall have
such powers and duties as may be determined from time to time by the Board. The Board, by resolution adopted by
a majority of Directors then in office, may remove any such person from such position at any time.

Amended by SR-NASD-2001-57 eff. Sept. 12, 2001.
Amended by SR-NASD-99-10 eff. Feb. 8, 1999.
Amended by SR-NASD-97-71 eff. Jan. 15, 1988.

Election

Sec. 4.4 Except as otherwise provided by taw, these By-Laws, or the Delegation Plan, after the first meeting
of NASD Regulation at which Directors are elected, Directors of NASD Regulation shall be elected each year at the
annual meeting of the stockholder, or at a special meeting called for such purpose in lieu of the annual meeting. If
the annual election of Directors is not held on the date designated therefor, the Directors shall cause such election
to be held as soon thereafter as convenient.

Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Resignation

Sec. 4.5 Any Director may resign at any time either upon written notice of resignation to the Chair of the
Board, the President, or the Secretary. Any such resignation shall take effect at the time specified therein or, if the
time is not specified, upon receipt thereof, and the acceptance of such resignation, unless required by the terms
thereof, shall not be necessary to make such resignation effective.

Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Removal

Sec. 4.6 Any or all of the Directors may be removed from office at any time, with or without cause, only by a
majority vote of the NASD Board.

Amended by SR-NASD-97-71 eff. Jan. 15, 1998,
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Disqualification

Sec. 4.7 The term of office of a Director shall terminate immediately upon a determination by the Board, by a
majority vote of the remaining Directors, that: (a) the Director no longer satisfies the classification for which the
Director was elected; and (b) the Director's continued service as such would violate the compositional requirements
of the Board set forth in Section 4.3. If the term of office of a Director terminates under this Section, and the
remaining term of office of such Director at the time of termination is not more than six months, during the period of
vacancy the Board shall not be deemed to be in violation of Section 4.3 by virtue of such vacancy.

Amended by SR-NASD-98-56 eff. Oct. 30, 1998.
Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Filling of Vacancies

Sec. 4.8 If a Director position becomes vacant, whether because of death, disability, disqualification,
removal, or resignation, the National Nominating Committee shall nominate, and the NASD Board shall elect by
majority vote, a person satisfying the classification (Industry, Non-Industry, or Public Director) for the directorship as
provided in Section 4.3 to fill such vacancy, except that if the remaining term of office for the vacant Director
position is not more than six months, no replacement shall be required.

| Amended by SR-NASD-07-71 eff. Jan. 15, 1998. |

Quorum and Voting

Sec. 4.9 (a) At all meetings of the Board, unless otherwise set forth in these By-Laws or required by law, a
quorum for the transaction of business shall consist of a majority of the Board, including not less than 50 percent of
the Non-Industry Directors. In the absence of a quorum, a majority of the Directors present may adjourn the
meeting until a quorum is present.

(b) Except as provided in Section 4.14(b), the vote of a majority of the Directors present at a meeting at which
a quorum is present shall be the act of the Board.

Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Regulation

Sec. 4.10 The Board may adopt such rules, regulations, and requirements for the conduct of the business
and management of NASD Regulation not inconsistent with the law, the Restated Certificate of Incorporation, these
By-Laws, the Rules of the Association, or the By-Laws of the NASD, as the Board may deem proper. A Director
shall, in the performance of such Director's duties, be fully protected in relying in good faith upon the books of
account or reports made to NASD Regulation by any of its officers, by an independent certified public accountant,
by an appraiser selected with reasonable care by the Board or any committee of the Board or by any agent of
NASD Regulation, or in relying in good faith upon other records of NASD Regulation.

Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Meetings

Sec. 4.11 (a) An annual meeting of the Board shaill be held for the purpose of organization, election of
officers, and transaction of any other business. If such meeting is held promptly after and at the place specified for
the annual meeting of the stockholder, no notice of the annual meeting of the Board need be given. Otherwise,
such annual meeting shall be held at such time and place as may be specified in a notice given in accordance with
Section 4.12.

(b) Regular meetings of the Board may be held at such time and place, within or without the State of
Delaware, as determined from time to time by the Board. After such determination has been made, notice shall be
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given in accordance with Section 4.12.

(c) Special meetings of the Board may be called by the Chair of the Board, by the President, or by at least
one-third of the Directors then in office. Notice of any special meeting of the Board shall be given to each Director in
accordance with Section 4.12.

(d) A Director or member of any committee appointed by the Board may participate in a meeting of the Board
or of such committee through the use of a conference telephone or similar communications equipment by means of
which all persons participating in the meeting may hear one another, and such participation in a meeting shall
constitute presence in person at such meeting for all purposes.

Amended by SR-NASD-87-71 eff. Jan. 15, 1998.

Notice of Meetings; Waiver of Notice

Sec. 4.12 (a) Notice of any meeting of the Board shall be deemed to be duly given to a Director if: (i) mailed
to the address last made known in writing to NASD Regulation by such Director as the address to which such
notices are to be sent, at least seven days before the daiy on which such meeting is to be held; (ii) sent to the
Director at such address by telegraph, telefax, cable, radio, or wireless, not later than the day before the day on
which such meeting is to be held; or (iii) delivered to the Director personally or orally, by telephone or otherwise, not
later than the day before the day on which such meeting is to be held. Each notice shall state the time and place of
the meeting and the purpose(s) thereof.

(b) Notice of any meeting of the Board need not be given to any Director if waived by that Director in writing
(or by telegram, telefax, cable, radio, or wireless and subsequently confirmed in writing) whether before or after the
holding of such meeting, or if such Director is present at such meeting, subject to Article XlI, Section 12.3(b).

{(c) Any meeting of the Board shall be a legal meeting without any prior notice if all Directors then in office
shall be present thereat.

Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Committees

Sec. 4.13 (a) The Board may, by resolution or resolutions adopted by a majority of the whole Board, appoint
one or more committees. Except as herein provided, vacancies in membership of any committee shall be filled by
the vote of a majority of the whole Board. The Board may designate one or more Directors as alternate members of
any committee, who may replace any absent or disqualified member at any meeting of the committee. In the
absence or disqualification of any member of a committee, the member or members thereof present at any meeting
and not disqualified from voting, whether or not such member or members constitute a quorum, may unanimously
appoint another Director to act at the meeting in the place of any such absent or disqualified member. Members of
a committee shall hold office for such period as may be fixed by a resolution adopted by a majority of the whole
Board. Any member of a committee may be removed from such committee only after a majority vote of the whole
Board, after appropriate notice, for refusal, failure, neglect, or inability to discharge such member's duties.

{b) The Board may, by resolution or resolutions adopted by a majority of the whole Board, delegate to one or
more committees the power and authority to act on behalf of the Board in carrying out the functions and authority
delegated to NASD Regulation by the NASD under the Delegation Plan. Such delegations shall be in conformance
with applicable law, the Restated Certificate of Incorporation, these By-Laws, and the Delegation Plan. Action taken
by a committee pursuant to such delegated authority shall be subject to review, ratification, or rejection by the
Board. In all other matters, the Board may, by resolution or resolutions adopted by a majority of the whole Board,
delegate to one or more committees that consist solely of one or more Directors the power and authority to act on
behalf of the Board in the management of the business and affairs of NASD Regulation to the extent permitted by
law and not inconsistent with the Delegation Plan. A committee, to the extent permitted by law and provided in the
resolution or resolutions creating such committee, may authorize the seal of NASD Regulation to be affixed to all
papers that may require it.

(c) Except as otherwise permitted by applicable iaw, no committee shall have the power or authority of the

Board with regard to: amending the Restated Certificate of Incorporation or the By-Laws of NASD Regulation;
adopting an agreement of merger or consolidation; recommending to the stockhoider the sale, lease, or exchange
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of all or substantially all NASD Regulation's property and assets; or recommending to the stockholder a
dissolution of NASD Regulation or a revocation of a dissolution. Unless the resolution of the Board expressly so
provides, no committee shall have the power or authority to authorize the issuance of stock.

(d) Each committee may adopt its own rules of procedure and may meet at stated times or on such notice as
such committee may determine. Each committee shall keep regular minutes of its proceedings and report the same
to the Board when required.

{(e) Unless otherwise provided by these By-Laws, a majority of a committee shall constitute a quorum for the
transaction of business, and the vote of a majority of the members of such committee present at a meeting at which
a quorum is present shall be an act of such committee.

(f) The Board may appoint an Executive Committes, which shall, to the fullest extent permitted by Delaware
law and other applicable law, have and be permitted to exercise all the powers and authority of the Board in the
management of the business and affairs of NASD Regulation between meetings of the Board, and which may
authorize the seal of NASD Regulation to be affixed to all papers that may require it. The Executive Committee
shall consist of three or four Directors, including at least one Public Director. The President of NASD Regutlation
shali be a member of the Executive Committee. The nurnber of Non-Industry committee members shall equal or
exceed the number of Industry committee members. An Executive Committee member shall hold office for a term
of one year. At all meetings of the Executive Committee, a quorum for the transaction of business shall consist of a
maijority of the Executive Committee, including not less than 50 percent of the Non-Industry committee members. In
the absence of a quorum, a majority of the committee members present may adjourn the meeting until a quorum is
present.

(g) The Board may appoint a Finance Committee. The Finance Committee shall advise the Board with
respect to the oversight of the financial operations and conditions of NASD Regulation, including recommendations
for NASD Regulation's annual operating and capital budgets and proposed changes to the rates and fees charged
by NASD Regulation. The Finance Committee shall consist of three or four Directors. The President of NASD
Regulation shall serve as a member of the Committee. A Finance Committee member shall hold office for a term of
one year.

(h) Upon request of the Secretary of NASD Regulation, each prospective committee member who is not a
Director shall provide to the Secretary such information as is reasonably necessary to serve as the basis for a
determination of the prospective committee member's classification as an industry, Non-Industry, or Public
committee member. The Secretary of NASD Regulation shall certify to the Board each prospective committee
member's classification. Such committee members shall update the information submitted under this Section at
least annually and upon request of the Secretary of NASD Regulation, and shall report immediately to the
Secretary any change in such classification.

Amended by SR-NASD-2001-57 eff. Sept. 12, 2001.
Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Conflicts of Interest; Contracts and Transactions Involving Directors

Sec. 4.14 (a) A Director or a National Adjudicatory Council or committee member shall not directly or
indirectly participate in any adjudication of the interests of any party if that Director or National Adjudicatory Council
or committee member has a conflict of interest or bias, or if circumstances otherwise exist where his or her fairness
might reasonably be questioned. In any such case, the Director or National Adjudicatory Council or committee
member shall recuse himself or herself or shall be disqualified in accordance with the Rules of the Association.

(b) No contract or transaction between NASD Regulation and one or more of its Directors or officers, or
between NASD Regulation and any other corporation, partnership, association, or other organization in which one
or more of its Directors or officers are directors or officers, or have a financial interest, shall be void or voidable
solely for this reason if: (i) the material facts pertaining to such Director's or officer's relationship or interest and the
contract or transaction are disclosed or are known to the Board or the committee, and the Board or committee in
good faith authorizes the contract or transaction by the affirmative vote of a majority of the disinterested Directors;
(i) the material facts are disclosed or become known to the Board or committee after the contract or transaction is
entered into, and the Board or committee in good faith ratifies the contract or transaction by the affirmative vote of a
majority of the disinterested Directors; or (iii) the material facts pertaining to the Director's or officer's relationship or
interest and the contract or transaction are disclosed or are known to the stockholder entitled to vote thereon, and
the contract or transaction is specifically approved in good faith by vote of the stockholder. Only disinterested
Directors may be counted in determining the presence of a quorum at the portion of a meeting of the Board or of a
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committee that authorizes the contract or transaction. This subsection shall not apply to a contract or
transaction between NASD Regulation and the NASD, NASD Dispute Resolution, or Nasdag.

Amended by SR-NASD-2004-110 eff. Dec. 31, 2004.
Amended by SR-NASD-98-56 eff. Oct. 30, 1998.
Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Action Without Meeting

Sec. 4.15 Any action required or permitted to be taken at a meeting of the Board or of a committee may be
taken without a meeting if all Directors or all members of such committee, as the case may be, consent thereto in
writing, and the writing or writings are filed with the minutes of proceedings of the Board or the committee.

IAmended by SR-NASD-97-71 eff. Jan. 15, 1998. J

Communication of Views Regarding Contested Election or Nomination

Sec. 4.16 NASD Regulation, the Board, any committee, the National Adjudicatory Council, and NASD
Regulation staff shall not take any position publicly or with an NASD member or person associated with or
employed by a member with respect to any candidate in a contested election or nomination heid pursuant to these
By-Laws or the NASD By-Laws. A Director, committee member, or National Adjudicatory Council member may
communicate his or her views with respect to a candidate if such individual acts solely in his or her individual
capacity and disclaims any intention to communicate in any official capacity on behalf of NASD Regulation, the
Board, the National Adjudicatory Council, or any committee. NASD Regulation, the Board, the National
Adjudicatory Council, any committee, and the NASD Regulation staff shall not provide any administrative support to
any candidate in a contested election or nomination conducted pursuant to these By-Laws or the NASD By-Laws.

Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

ARTICLE V

NATIONAL ADJUDICATORY COUNCIL

Appointment and Authority

Sec. 5.1 The Board shall appoint a National Adjudicatory Council. The National Adjudicatory Council may be
authorized to act for the Board in a manner consistent with these By-Laws, the Rules of the Association, and the
Delegation Plan with respect to an appeal or review of a disciplinary proceeding, a statutory disqualification
proceeding, or a membership proceeding; a review of an offer of settiement, a letter of acceptance, waiver, and
consent, and a minor rule violation plan letter; the exercise of exemptive authority; and such other proceedings or
actions authorized by the Rules of the Association. The National Adjudicatory Council also shail consider and make
recommendations to the Board on policy and rule changes relating to the business and sales practices of NASD
members and associated persons and enforcement policies, including policies with respect to fines and other
sanctions. The Board may delegate such other powers and duties to the National Adjudicatory Council as the
Board deems appropriate in a manner not inconsistent with the Delegation Plan.

Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Number of Members and Qualifications

Sec. 5.2 (a) The National Adjudicatory Council shall consist of no fewer than 12 and no more than 14
members. The number of Non-Industry members, including at least three Public members, shall equal or exceed
the number of Industry members. In 1999 and thereafter, each geographic region established by the Board under
Article Vi, Section 6.1 shall be represented by an Industry member. Those Industry members not representing a
geographic region, if any, shall be considered at-large Industry members.
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{b) The incumbent National Adjudicatory Council shall elect a Chair and a Vice Chair from among the
members serving during the following term. The Chair and Vice Chair shall have such powers and duties as may be
determined from time to time by the National Adjudicatory Council. The Chair also shall serve as a Director of the
NASD Regulation Board and a Governor of the NASD Board for a one-year term as provided in the By-Laws and
Restated Certificate of Incorporation of the NASD and these By-Laws. The Board, by resolution adopted by a
majority of Directors then in office and after notice to the NASD Board, may remove the Chair or Vice Chair from
such position at any time for refusal, failure, neglect, or inability to discharge his or her duties.

Amended by SR-NASD-99-36 eff. Aug. 4, 1999.
Amended by SR-NASD-98-36 eff. July 15, 1998.
Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Nomination Process

Sec. 5.3 (a) Pursuant to Article VII, Section 9 of the NASD By-Laws, the National Nominating Committee
shall nominate all candidates for the National Adjudicatory Council for subsequent appointment by the Board. Each
Regional Nominating Committee shall nominate an Industry member candidate for consideration by the National
Nominating Committee as provided in Article VI of these By-Laws. Candidates for at-large Industry member
positions on the National Adjudicatory Council shall not be subject to regional nominating procedures.

(b) The Secretary of NASD Regulation shall collect from each nominee for the office of member of the
National Adjudicatory Council such information as is reasonably necessary to serve as the basis for a determination
of the nominee’s classification as an Industry, Non-industry, or Public member, and the Secretary shall certify to the
National Nominating Committee each nominee's classification. After appointment to the National Adjudicatory
Council, each member shall update such information at least annually and upon request of the Secretary, and shall
report immediately to the Secretary any change in such classification.

Amended by SR-NASD-98-36 eff. July 15, 1998.
Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Term of Office

Sec. 5.4 (a) Except as otherwise provided in this Article, each National Adjudicatory Council member shall
hold office for a term of three years or until a successor is duly appointed and quailified, except in the event of
earlier termination from office by reason of death, resignation, removal, disqualification, or other reason.

(b) Beginning in January 2002, the National Adjudicatory Council shall be divided into three classes. The term
of office of those of the first class shall expire in January 2003, the term of office of those of the second class shall
expire in January 2004, and the term of office of those of the third class shall expire in January 2005. Beginning in
January 2003, members shall be appointed for term of three years to replace those whose terms expire.

(c) Beginning in 2002, no member may serve consecutive terms, except that if a member is appointed to fill a
term of less than one year, such member may serve a single three year term following the expiration of such
member's initial term.

Amended by SR-NASD-2001-74 eff. Oct. 17, 2001.
Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Resignation

Sec. 5.5 A member of the National Adjudicatory Council may resign at any time upon written notice to the
Board. Any such resignation shall take effect at the time: specified therein, or if the time is not specified, upon
receipt thereof, and the acceptance of such resignation, unless required by the terms thereof, shall not be
necessary to make such resignation effective.

ﬂ Amended by SR-NASD-97-71 eff. Jan. 15, 1998. i
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Removal

Sec. 5.6 Any or all of the members of the National Adjudicatory Council may be removed from office at any
time for refusal, failure, neglect, or inability to discharge the duties of such office by majority vote of the Board.

Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Disqualification

Sec. 5.7 Notwithstanding Section 5.4, the term of office of a National Adjudicatory Council member shall
terminate immediately upon a determination by the Board, by a majority vote, that: (a) the member no longer
satisfies the classification (Industry, Non-Industry, or Public member) for which the member was elected; and (b)
the member's continued service as such would violate the compositional requirements of the National Adjudicatory
Council set forth in Section 5.2, If the term of office of a National Adjudicatory Council member terminates under
this Section, and the remaining term of office of such member at the time of termination is not more than six
months, during the period of vacancy the National Adjuclicatory Council shall not be deemed to be in violation of
Section 5.2 by virtue of such vacancy.

|Amended by SR-NASD-97-71 eff. Jan. 15, 1998. J

Filling of Vacancies

Sec. 5.8 If a position on the National Adjudicatory Council becomes vacant, whether because of death,
disability, disqualification, removal, or resignation, the National Nominating Committee shall nominate, and the
Board shall appoint a person satisfying the classification (Industry, Non-industry, or Public member) for the position
as provided in Section 5.2(a) to fill such vacancy, except that if the remaining term of office for the vacant position is
not more than six months, no replacement shall be required.

Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Quorum and Voting

Sec. 5.9 At all meetings of the National Adjudicatory Council, a quorum for the transaction of business shall
consist of a majority of the National Adjudicatory Council, including not less than 50 percent of the Non-Industry
members. In the absence of a quorum, a majority of the members present may adjourn the meeting untit a quorum
is present.

Amended by SR-NASD-97-71 eff. Jan. 15, 1998. J

Meetings

Sec. 5.10 The members of the Nationat Adjudicatory Council may participate in a meeting through the use of
a conference telephone or similar communications equipment by means of which all persons participating in the
meeting may hear one another, and such participation in a meeting shall constitute presence in person at such
meeting for all purposes.

Amended by SR-NASD-07-71 eff. Jan. 15, 1998, J

Review Subcommittee

Sec. 5.11 The National Adjudicatory Council shall appoint a Review Subcommittee to determine whether
disciplinary and membership proceedings decisions should be called for review by the National Adjudicatory
Council under the Rules of the Association and to perform any other function authorized by the Rules of the
Association. The Review Subcommitiee shall be composed of no fewer than two and no more than four members
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of the National Adjudicatory Council. The number of Non-Industry members shall equal or exceed the number
of Industry members. At all meetings of the Review Subcommittee, a quorum for the transaction of business shall
consist of not less than 50 percent of the members of the Review Subcommittee, including not less than 50 percent
of the Non-Industry members.

I Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

ARTICLE VI

NATIONAL ADJUDICATORY COUNCIL REGIONAL NOMINATIONS FOR
INDUSTRY MEMBERS

Establishment of Regions

Sec. 6.1 The Board shall establish boundaries for geographical regions within the United States for the
purpose of nominating candidates for regional Industry member positions on the National Adjudicatory Council to
the National Nominating Committee. The Board may make changes from time to time in the number or boundaries
of the regions as the Board deems necessary or appropriate in accordance with Article V, Section 5.2(a). The
Board shall prescribe such policies and procedures as are necessary or appropriate to address the implementation
of a new region configuration in the event of a change in the number or boundaries of the regions.

Amended by SR-NASD-98-36 eff. July 15, 1998.
Amended by SR-NASD-97-71 eff. Jan. 15, 1998,

Composition

Sec. 6.2 (a) A Regional Nominating Committee shall be elected for each region designated by the Board
under Section 6.1. Each District Nominating Committee for a district located in the region shall elect two District
Committee members from the district to serve on the Regional Nominating Committee. If a region shall consist of
one district, the District Nominating Committee for the district shall elect four District Committee members from the
district to serve on the Regional Nominating Committee.

(b) In the event of the refusal, failure, neglect, or inability of a member of a Regional Nominating Committee to
discharge his or her duties, the Regional Nominating Committee may remove the member by the affirmative vote of
two-thirds of the members of the Regional Nominating Committee then in office and declare the member's position
vacant. The Regional Nominating Committee shall notify the Regiona! Nominating Committee member of his or her
removal within seven days after the vote. The member's position shall be filled pursuant to Section 6.4. A member
who is removed may submit a written appeal of the removal to the Board within 30 days after the date he or she is
notified in writing of the removal. The Board may affirm, reverse, or modify the determination of the Regional
Nominating Committee. A vote of a majority of the Directors then in office shall be required to reverse or modify the
action of the Regional Nominating Committee.

Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Term of Office

Sec. 6.3 Each regularly elected member of a Regional Nominating Committee shall hold office for a term of
two years, or until a successor is elected and gualified, or until death, resignation, or removal. A member of a
Regional Nominating Committee may not serve more than three consecutive terms.

Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Filling of Vacancies
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Sec. 6.4 In the event of a vacancy on a Regional Nominating Committee caused by the departure of a
member prior to the expiration of the member's term of office, the District Nominating Committee that elected the
member shall appoint by majority vote another member of the District Committee to fill the vacancy. The
appointment shall be effective until the next regularly scheduled election occurs pursuant to this Article.

Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Meetings

Sec. 6.5 Meetings of a Regional Nominating Committee shall be held at such times and places, upon such
notice, and in accordance with such procedures as each Regional Nominating Committee in its discretion may
determine. A quorum of a Regional Nominating Committee shall consist of a majority of its members, and any
action taken by a maijority vote at any meeting at which a quorum is present, except as otherwise provided in these
By-Laws, shall constitute the action of the Committee. Action by a Regional Nominating Committee may be taken
by mail, telephonic, or telegraphic vote, in which case any action taken by a majority of the Committee shall
constitute the action of the Commitiee. Action taken by telephonic vote shall be confirmed in writing at a regular
meeting of the Regional Nominating Committee.

Amended by SR-NASD-97-71 eff. Jan. 15, 1998,

Election of Officers

Sec. 6.6 Following the annual election of members of the Regional Nominating Committees pursuant to this
Article, each Regional Nominating Committee shall elect from its members a Chair and such other officers as it
deems necessary for the proper performance of its duties under these By-Laws.

Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Expenses

Sec. 6.7 Funds to meet the regular expenses of each Regional Nominating Committee shall be provided by
the Board, and all such expenses shall be subject to the approval of the Board.

Amended by SR-NASD-97-71 eff. Jan. 15, 1998. ]

Notice to Chair

Sec. 6.8 On or before August 1, 1999, and annually thereafter, the Secretary of NASD Regulation shall send
a written notice to the chair of a Regional Nominating Committee if the term of office of the National Adjudicatory
council member representing the region shall expire in the next calendar year. The notice shall describe the
nomination procedures for filling the office.

Amended by SR-NASD-2001-74 eff. Oct. 17, 2001.
Amended by SR-NASD-97-71 eff. Jan. 15, 1898.

Solicitation of Candidates

Sec. 6.9 NASD Regulation staff shall provide the Regional Nominating Committee with a description of the
NASD membership in the region. The Regional Nominating Committee shall identify and solicit candidates to
nominate to the National Nominating Committee for the office of National Adjudicatory Council member. The
Regional Nominating Committee Chair shail send a written notice of the upcoming nomination to the Executive
Representative and each branch office of the NASD mambers in the region and request that such NASD members
submit names of candidates to the Regional Nominating Committee or the Secretary of NASD Regulation for
consideration.
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Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Secretary’'s Notice to NASD Members

Sec. 6.10 The Secretary of NASD Regulation shall send a written notice to NASD members in the region
describing the nomination procedures.

Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Regional Nominating Committee Candidate

Sec. 6.11 The Regional Nominating Committee shall review the background of the candidates and the
description of the NASD membership provided by NASD Regulation staff and shall propose one or more
candidates for nomination to the National Nominating Committee. In proposing a candidate for nomination, the
Regional Nominating Committee shall endeavor to secure appropriate and fair representation of the region.

lAmended by SR-NASD-97-71 eff. Jan. 15, 1998.

Notice of Regional Nominating Committee Candidate

Sec. 6.12 The Regional Nominating Committee shall send to the Executive Representatives and branch
offices of the NASD members in the region a written notice of the name of the candidate or candidates the Regional
Nominating Committee proposes for nomination to the National Nominating Committee.

Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Designation of Additional Candidates

Sec. 6.13 If an officer, director, or employee of an NASD member in the region is not proposed for
nomination by the Regional Nominating Committee and wants to seek the nomination, he or she shail send a
written notice to the Regional Nominating Committee Chair or the Secretary of NASD Regulation within 14 calendar
days after the mailing date of the Regional Nominating Commitiee's notice under Section 6.12. The Regional
Nominating Committee Chair or the Secretary of NASD Regulation shall make a written record of the time and date
of the receipt of the officer's, director's, or employee's notice. The officer, director, or employee shall be designated
as an "additional candidate.”

Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

List of NASD Members Eligible to Vote

Sec. 6.14 (a) The Secretary of NASD Regulation shall mail a fist of all NASD members eligible to vote in the
region and their Executive Representatives to the additional candidate immediately following receipt of the
additional candidate's notice by the Regional Nominating Committee Chair or the Secretary of NASD Regulation.

(b) An NASD member that has its principal office, one or more registered branch offices, or a principal office
and one or more registered branch offices in the region shall be eligible to cast one vote on the nomination through
the NASD member's Executive Representative.

| Amended by SR-NASD-97-71 eff. Jan. 15, 199.

Requirement for Petition Supporting Additional Candidate

Sec. 6.15 An additional candidate shall be proposed for nomination if a petition signed by at least ten percent
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of the NASD members eligible to vote in the region is filed with the Regional Nominating Committee within 30
calendar days after the date of mailing of the list to the additional candidate pursuant to Section 6.14. Only an
Executive Representative may sign a petition on behalf of an NASD member.

[ Amended by SR-NASD-97-71 eff. Jan. 15, 1998, |

Uncontested Nominatiorp

Sec. 6.16 If the Regional Nominating Committee proposes one candidate for nomination and no additional
candidate is proposed for nomination pursuant to Section 6.15, the Regional Nominating Committee shall nominate
its candidate to the National Nominating Committee.

Amended by SR-NASD-37-71 eff. Jan. 15, 1998.

Notice of Contested Nomination

Sec. 6.17 If the Regional Nominating Commitiee jproposes more than one candidate for nomination, or if an
additional candidate is proposed for nomination pursuant to Section 6.15, the Regional Nominating Committee shall
send a written notice to the Executive Representatives of the NASD members ¢ligible to vote in the region
announcing the names of the candidates and describing contested nomination procedures.

iAmended by SR-NASD-97-71 eff. Jan. 15, 1998. ]

Administrative Support

Sec. 6.18 The Secretary of NASD Regulation shall designate a district office in the region to provide
administrative support to all candidates by sending to NASD members eligible to vote in the region up to two
mailings of materials prepared by the candidates. NASD Regulation shall pay the postage for the mailings. if a
candidate wants such mailings sent, the candidate shall prepare such material on the candidate's personal
stationery. The material shall state that it represents the opinion of the candidate. The candidate shall provide a
copy of such material for each member of the NASD in the region. A candidate proposed for nomination by the
Regional Nominating Committee may identify himself or herself as such in his or her materials. Any candidate may
send additional mailings to NASD members at the candidate's own expense. Except as provided in this Article,
NASD Regulation, the Board, the Regional Nominating Committee, any other committee, the National Adjudicatory
Council, and NASD Regulation staff shall not provide arny other administrative support to a candidate for the
nomination under this Article or any candidate in a contested election conducted under Article Vil of the NASD By-
Laws.

Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Ballots

Sec. 6.19 With the assistance of the Secretary of NASD Regulation and an Independent Agent, the Regional
Nominating Committee shall prepare a ballot with the name or names of its candidate and any additional
candidates proposed for nomination pursuant to Section 6.15. The ballot shall list the candidates in alphabetical
order and shall identify the candidate or candidates proposed for nomination by the Regional Nominating
Committee. The Regional Nominating Committee shall send a ballot to the Executive Representative of each NASD
member eligible to vote in the region. Instructions on the ballot shall direct the Executive Representative to return
the ballot to the Independent Agent and state that the baliot envelope must be postmarked on or before the return
date specified on the ballot. The return date specified on the ballot shall be no fewer than 30 and no more than 45
days after the date of mailing of the ballot.

IAmended by SR-NASD-97-71 eff. Jan. 15, 1998.

Vote Qualification List
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Sec. 6.20 Eligibility to vote on a regional nomination shall be based on the NASD's membership records as
of a date designated by the Secretary of NASD Regulation that is not more than 30 days before the date of mailing
of the ballot. The Secretary of NASD Regulation shall prepare a list of NASD members eligible to vote in the region
and their Executive Representatives, which shall be used for vote qualification purposes, and shall provide the list
to the candidates.

Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Ballots Returned As Undelivered

Sec. 6.21 The Independent Agent shall open any ballot envelope returned undelivered and shall determine
whether it was sent to the NASD member's address of racord. If incorrectly addressed, the independent Agent shall
send a new ballot to the NASD member's address of record.

Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

General Procedures for Qualification and Accounting of Ballots

Sec. 6.22 After the voting period, on a date or dates designated by the Secretary of NASD Regulation, the
qualification and accounting of ballots shall take place. The date or dates designated shall be not later than 14
calendar days after the return date specified on the ballot pursuant to Section 6.19. Candidates and their
representatives shall be allowed to observe the qualification and accounting of ballots. Representation for each
candidate shall be limited to two individuals. The Independent Agent shall bring to a specified district office in the
region all ballots timely received. Under the direction of the Secretary of NASD Regulation or the Secretary's
designee, the Independent Agent shall open and count the ballots. For ballot qualification purposes, the
Independent Agent shall identify to the candidates the NASD members that timely returned ballots and inform the
candidates of the Independent Agent's determination of whether or not a ballot is qualified for voting purposes. The
determination shall be based on a comparison of ballots received against the list of NASD members eligible to vote
in the region and their Executive Representatives as prepared by the Secretary of NASD Regulation under Section
6.20. The Secretary of NASD Regulation or the Secretary's designee shall make the final determination of the
qualification of a ballot. Upon the qualification of a ballot, the Independent Agent shall record the vote indicated on
the ballot. The candidates and their representatives shall not be allowed to see the vote of an NASD member.

Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Ballots Set Aside

Sec. 6.23 The Independent Agent shall set aside a ballot if: (a) the ballot is received from an NASD member
eligible to vote in the region and the ballot is signed by a person who is not the Executive Representative listed on
the vote qualification list prepared under Section 6.20, end the Secretary of the NASD has not received proper
notice of a change in Executive Representative pursuant to the NASD By-Laws; or (b) two or more properly
executed ballots are received from an NASD member eligible to vote in the region. If the Independent Agent
determines that the ballots set aside are material to the outcome of the nomination, the Secretary of NASD
Regulation and the Independent Agent shall make reasonable efforts to resolve each ballot set aside. With respect
to a ballot not signed by an Executive Representative of record, the Secretary of NASD Regulation shall contact the
NASD member to request that the NASD member send proper written notice of any change in Executive
Representative by facsimile so that the ballot may be counted. With respect to muitiple ballots from an NASD
member, the Independent Agent shall contact the Executive Representative of the NASD member to obtain the
NASD member's vote. The Secretary of NASD Regulation shall keep a list of NASD members that reported their
baliot was lost or not received and that were provided with a duplicate ballot. The Secretary of NASD Regulation
shall provide the list to the Independent Agent and, upon request, to the candidates.

Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Invalid Ballots
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Sec. 6.24 The Independent Agent shall declare a ballot invalid if one or more of the following conditions

. exists:

(a) the ballot is not signed by the Executive Representative (unless Section 6.23 applies);
(b) a vote is not indicated on the ballot; or

(c) a vote for more than one candidate is indicated on the ballot.

Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Certification of Nomination

Sec. 6.25 Under the direction of the Secretary of NASD Regulation or the Secretary's designee, the
Independent Agent shall count the votes received for each candidate. The candidate receiving the largest number
of votes cast in the region shall be declared the nominee from the region and the Regional Nominating Committee
shall nominate such candidate to the National Nominating Committee. In the event of a tie, there shall be a run-off
vote for the nomination. The Regional Nominating Committee shall send a written certification of the nomination
results to the National Nominating Committee. The certification shall state the number of votes received by each
candidate and the number of baliots set aside.

Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Rejection of Regional Nominating Committee Nominee

Sec. 6.26 If the National Nominating Committee rejects the nominee of the Regional Nominating Committee,
the Regional Nominating Committee shall repeat the nomination procedures in Section 6.9 through Section 6.25.

. Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Extension of Time and Additional Procedures

Sec. 6.27 The Secretary of NASD Regulation may extend a time period under this Article for good cause
shown. In extraordinary circumstances, the Secretary of NASD Regulation, with the approval of the Executive
Committee or the Board, may adopt additional procedures for nominations under this Article.

Amended by SR-NASD-97-71 eff. Jan. 15, 1998. !

ARTICLE VII

OFFICERS, AGENTS, AND EMPLOYEES

Officers

Sec. 7.1 The Board shall elect the officers of NASD Regulation, which shall include a President, a Secretary,
and such other executive or administrative officers as it shall deem necessary or advisable, inciuding, but not
limited to: Executive Vice President, Senior Vice President, Vice President, General Counsel, and Treasurer of
NASD Regulation. All such officers shall have such titles, powers, and duties, and shall be entitled to such
compensation, as shall be determined from time to time by the Board. The terms of office of such officers shall be
at the pleasure of the Board, which by affirmative vote cf a majority of the Board, may remove any such officer at
. any time. One person may hold the offices and perform the duties of any two or more of said offices, except the

offices and duties of President and Vice President or of President and Secretary. None of the officers, except the
President, need be Directors of NASD Regulation.
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lAmended by SR-NASD-97-71 eff. Jan. 15, 1998.

Absence of the President

Sec. 7.2 In the case of the absence or inability to act of the President of NASD Regulation, or in the case of a
. vacancy in such office, the Board may appoint its Chair or such other person as it may designate to act as such
officer pro tem, who shall assume all the functions and discharge all the duties of the President.

Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Agents and Employees

Sec. 7.3 In addition to the officers, NASD Regulation may employ such agents and employees as the Board
may deem necessary or advisable, each of whom shall hold office for such period and exercise such authority and
perform such duties as the Board, the President, or any officer designated by the Board may from time to time
determine. Agents and employees of NASD Regulation shall be under the supervision and contro! of the officers of
the NASD Regulation, unless the Board, by resolution, provides that an agent or employee shail be under the
supervision and control of the Board.

lAmended by SR-NASD-87-71 eff. Jan. 15, 1998.

Delegation of Duties of Officers

Sec. 7.4 The Board may delegate the duties and powers of any officer of NASD Reguiation to any other
officer or to any Director for a specified period of time and for any reason that the Board may deem sufficient.

Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Resignation and Removal of Officers

Sec. 7.5 (a) Any officer may resign at any time upon written notice of resignation to the Board, the President,
or the Secretary. Any such resignation shall take effect upon receipt of such notice or at any later time specified
therein. The acceptance of a resignation shall not be necessary to make the resignation effective.

(b) Any officer of NASD Regulation may be removed, with or without cause, by resolution adopted by a
majority of the Directors then in office at any regular or special meeting of the Board or by a written consent signed
by all of the Directors then in office. Such removal shall be without prejudice to the contractua! rights of the affected
officer, if any, with NASD Regulation.

LAmended by SR-NASD-97-71 eff. Jan. 15, 1998.

Bond

Sec. 7.6 NASD Regulation may secure the fidelity of any or all of its officers, agents, or employees by bond
or otherwise.

Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

ARTICLE Vil

DISTRICT COMMITTEES AND DISTRICT NOMINATING COMMITTEES
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Establishment of Districts

Sec. 8.1 The Board shall establish boundaries for districts within the United States to assist NASD
Regulation in administering its affairs in a manner that is consistent with applicable law, the Restated Certificate of
incorporation, these By-Laws, the Delegation Plan, and the Rules of the Association. The Board may make
changes from time to time in the number or boundaries of the districts as it deems necessary or appropriate. The
Board shall prescribe such policies and procedures as are necessary or appropriate to address the implementation
of a new district configuration in the event of a change in the number or boundaries of the districts.

Amended by SR-NASD-97-71 eff. Jan. 15, 1998. I

Composition of District Committees

Sec. 8.2 (a) A district created under Section 8.1 shall elect a District Committee pursuant to this Article. A
District Committee shall consist of no fewer than five and no more than 20 members, unless otherwise provided by
resolution of the Board. Subject to the limitation set forth in the immediately preceding sentence, the authorized
number of members of a District Committee shall be determined from time to time by the Board; provided, however,
that no decrease in the authorized number of members of a District Committee shall shorten the term of office of
any member thereof. Each District Committee member shall: (1) be registered with an NASD member eligible to
vote in the district for District Committee elections, and (2) work primarily from such NASD member's principal
office or a branch office that is located within the district where the member serves on a District Committee.
Members of the District Committees shall serve as panelists in disciplinary proceedings in accordance with the
Rules of the Association. The District Committees shall consider and recommend policies and rule changes to the
Board. The District Committees shall endeavor to educate NASD members and other brokers and dealers in their
respective districts as to the objects, purposes, and work of the NASD and NASD Regulation in order to foster
NASD members' interest and cooperation.

(b) A member of a District Committee may resign at any time upon giving Notice to the District Director. Any
such resignation shall take effect upon receipt of such Notice or at any later time specified therein, provided that
notice of resignation at a later date may be made immediately effective at the discretion of the Executive Vice
President, Regulatory Policy and Programs or the Executive Vice President, Member Regulation or their respective
designee(s). The acceptance of such resignation shall not be necessary to make such resignation effective.

(c) In the event of the refusal, failure, neglect, or inability of 2 member of a District Committee to discharge his
or her duties, or for any cause affecting the best interests of NASD Regulation, the sufficiency of which shall be
decided by the District Committee, the District Committee may remove the member by the affirmative vote of two-
thirds of the members of the District Committee then in office and declare the member's position vacant. The
District Committee shall notify the District Committee member of his or her removal within seven days after the
vote. A member who is removed may submit a written appeal of the removal to the Board within 30 days after the
date he or she is notified of the removal. The Board may affirm, reverse, or madify the determination of the District
Committee. A vote of a majority of the Directors then in office shall be required to reverse or modify the action of
the District Committee.

(d) In the event of a vacancy in a District Committee resulting from death, resignation, removal, or other
cause, the Executive Vice President, Regulatory Policy and Programs or the Executive Vice President, Member
Regulation or their respective designee(s) shall determine whether such vacancy shall be filled prior to the next
regularly scheduled election of District Committee members. In the event the Executive Vice President, Regulatory
Policy and Programs or the Executive Vice President, Member Regulation or their respective designee(s)
determines that a vacancy on a District Committee should be filled, the vacancy shall be filled pursuant to Section
8.4.

Amended by SR-NASD-2005-086 eff. July 5, 2005.
Amended by SR-NASD-2003-55 eff. Feb. 1, 2004,
Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Term of Office of District Committee Members

Sec. 8.3 Each regularly elected member of a District Committee shall hold office for a "full term" which is the
later of three years or until a successor is elected and qualified. Notwithstanding the term of office for a regularly
elected member, such member's term shall terminate sooner upon the member's death, resignation, or removal.
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There is no limit on the number of terms that may be served by a member of a District Committee, provided,
that no more than two terms may be served consecutively. The word "term" as used for the purpose of this Section
shall mean either a full term for a regularly elected member or a “partial term” which is a term served by a member
appointed to fill a vacancy on the District Committee created by the termination of a regularly elected member's
office prior to the expiration of the full term.

Amended by SR-NASD-2003-55 eff. Feb. 1, 2004.
Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Filling of Vacancies on District Committees

Sec. 8.4 In the event of a vacancy on a District Committee prior to the expiration of the member's term of
office, and where the Executive Vice President, Regulatory Policy and Programs or the Executive Vice President,
Member Regulation or their respective designee(s) determines, pursuant to Section 8.2(d), that such vacancy
should be filled, or in the event of a newly created membership on a District Committee by virtue of an increase in
the authorized number of members thereof, the District Committee shall appoint by majority vote a representative of
an NASD member eligible pursuant to Section 8.2(a) to fill the vacancy or newly created membership. The
appointment by the District Committee shall be effective until the next regularly scheduled election, and until such
member's successor is elected and qualified. Following the next regularly scheduled election, in the event of a
vacancy, the newly elected Committee member shall serve only the duration of the departed Committee member's
term, and in the event of a newly created membership, the newly elected Committee member shall serve only the
duration of the term for such class of membership.

Amended by SR-NASD-2003-55 eff. Feb. 1, 2004.
Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Meetings of District Committees

Sec. 8.5 Meetings of a District Committee shall be: held at such times and places, upon such notice, and in
accordance with such procedures as the Executive Vice President, Regulatory Policy and Programs or the
Executive Vice President, Member Regulation or their respective designee(s) in his or her discretion may determine
in consultation with the Chair of the District Committee. A quorum of a District Committee shall consist of a majority
of its members, and any action taken by a majority present at any meeting at which a quorum is present, except as
otherwise provided in these By-Laws, shall constitute the action of the Committee. Any or all members of a District
Committee may participate in any such meeting by means of conference telephone or other communications
equipment by means of which all participants can communicate with each other, and such participation shall
constitute presence in person at the meeting. Action by a District Committee may be taken by consent in writing or
by electronic transmission in lieu of a meeting, in which case any action taken by a majority of the Committee shall
constitute the action of the Committee. ‘

Amended by SR-NASD-2003-55 eff. Feb. 1, 2004.
Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Election of District Officers

Sec. 8.6 At or following its last regularly scheduled meeting of the calendar year, each District Committee
shall elect from its members a Chair and such other officers as it deems necessary for the proper performance of
its duties under these By-Laws.

Amended by SR-NASD-2003-55 eff. Feb. 1, 2004.
Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Advisory Council

Sec. 8.7 (a) The Chairs of the District Committees, elected pursuant to Section 8.6, together with the Chair of
the Market Regulation Commitiee shall constitute an Advisory Council to the Board.
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(b) The Advisory Council shall be advised of and entitled to attend such meetings of the Board as the Board
may designate for such Advisory Council's attendance, and the Board shall designate at least one such meeting
annually. The Advisory Council shall not be entitled to vote at meetings of the Board.

Amended by SR-NASD-2003-55 eff. Feb. 1, 2004.
Amended by SR-NASD-97-71 eff. Jan. 15, 1998,

Expenses of District Committees

Sec. 8.8 Funds to meet the regular expenses of each District Committee shall be provided by the Board, and
all such expenses shall be subject to the approval of the: Board.

l Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Composition of District Nominating Committees

Sec. 8.9 (a) Each district created under Section 8.1 shall elect a District Nominating Committee pursuant to
this Article. A District Nominating Committee shall consist of five members, unless the Board by resolution
increases a District Nominating Committee to a larger number. Each District Nominating Committee member shall:
(1) be registered with an NASD member eligible to vote in the district for District Committee elections, and (2) work
primarily from such NASD member's principal office or a branch office that is located within the district where the
member serves on a District Nominating Committee, but shall not be a member of the District Committee. A
majority of the members of the District Nominating Committee shall include persons who previously have served on
a District Committee or who are current or former Directors or current or former Governors of the NASD Board.

(b) A member of a District Nominating Committee may resign at any time upon giving Notice to the District
Director. Any such resignation shall take effect upon receipt of such Notice or at any later time specified therein,
provided that notice of resignation at a later date may be made immediately effective at the discretion of the
Executive Vice President, Regulatory Policy and Programs or the Executive Vice President, Member Regulation or
their respective designee(s). The acceptance of such resignation shall not be necessary to make such resignation
effective.

(c) In the event of the refusal, failure, neglect, or inability of a member of a District Nominating Committee to
discharge his or her duties, or for any cause affecting the best interests of NASD Regulation, the sufficiency of
which shall be decided by the District Nominating Committee, the District Nominating Committee may remove the
member by the affirmative vote of two-thirds of the members of the District Nominating Committee then in office
and declare the member's position vacant. The District Nominating Committee shall notify the District Nominating
Committee member of his or her removal within seven days after the vote. A member who is removed may submit
a written appeal of the removal to the Board within 30 days after the date he or she is notified in writing of the
removal. The Board may affirm, reverse, or modify the determination of the District Nominating Committee. A vote
of a majority of the Directors then in office shall be required to reverse or modify the action of the District
Nominating Committee.

(d) In the event of a vacancy in a District Nominating Committee resulting from death, resignation, removal, or
other cause, the Executive Vice President, Regulatory Policy and Programs or the Executive Vice President,
Member Regulation or their respective designee(s) shall determine whether such vacancy shall be filled prior to the
next regularly scheduled election of District Nominating Commitiee members. In the event the Executive Vice
President, Regulatory Policy and Programs or the Executive Vice President, Member Regulation or their respective
designee(s) determines that a vacancy on a District Nominating Committee should be filled, the vacancy shall be
filled pursuant to Section 8.11. '

Amended by SR-NASD-2005-086 eff. July 5, 2005.
Amended by SR-NASD-2003-55 eff. Feb. 1, 2004.
Amended by SR-NASD-87-71 eff. Jan. 15, 1998.

Term of Office of District Nominating Committee Members

Sec. 8.10 Each regularly elected member of a District Nominating Committee shall hold office for a "full term"”
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which is the later of one year or until a successor is elected and qualified. Notwithstanding the term of office
for a regularly elected member, such member's term shall terminate sooner upon the member's death, resignation,
or removal. There is no limit on the number of terms that may be served by a member of a District Nominating
Committee, provided, that no more than two terms may be served consecutively. The word "term" as used for the
purpose of this Section shall mean either a fuli term for a regularly elected member or a "partial term” which is a
term served by a member appointed to fill a vacancy on the District Nominating Committee created by the
termination of a regularly elected member's office prior to the expiration of the full term.

Amended by SR-NASD-2003-55 eff. Feb. 1, 2004.
Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Filling of Vacancies for District Nominating Committees

Sec. 8.11 In the event of a vacancy on a District Nominating Committee prior to the expiration of the
member's term of office, and where the Executive Vice President, Regulatory Policy and Programs or the Executive
Vice President, Member Regulation or their respective clesignee(s) determines, pursuant to Section 8.9(d), that
such vacancy should be filled, or in the event of a newly created membership on a District Nominating Committee
by virtue of an increase in the authorized number of members thereof, the District Nominating Committee shall
appoint by majority vote a representative of an NASD member eligible pursuant to Section 8.9(a) to fill the vacancy
or newly created membership. The appointment shall be effective until the next regularly scheduled election
pursuant to this Article, and until such member's successor is elected and qualified.

Amended by SR-NASD-2003-55 eff. Feb. 1, 2004.
Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Meetings of District Nominating Committees

Sec. 8.12 Meetings of a District Nominating Committee shall be held at such times and places, upon such
notice, and in accordance with such procedures as the Executive Vice President, Regulatory Policy and Programs
or the Executive Vice President, Member Regulation or their respective designee(s) in his or her discretion may
determine in consuitation with the Chair of the District Nominating Committee. A quorum of a District Nominating
Committee shall consist of a majority of its members, and any action taken by a majority present at any meeting at
which a quorum is present, except as otherwise provided in these By-Laws, shall constitute the action of the District
Nominating Committee. Any or all members of a Districi Nominating Committee may participate in any such
meeting by means of conference telephone cr other communications equipment by means of which all participants
can communicate with each other, and such participation shall constitute presence in person at the meeting. Action
by a District Nominating Committee may be taken by consent in writing or by electronic transmission in lieu of a
meeting, in which case any action taken by a majority of the District Nominating Committee shall constitute the
action of the District Nominating Committee.

Amended by SR-NASD-2003-55 eff. Feb. 1, 2004.
Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Election of District Nominating Committee Officers

Sec. 8.13 Following the annual election of members of the District Nominating Committees pursuant to this
Article, each District Nominating Committee shali elect from its members a Chair and such other officers as it
deems necessary for the proper performance of its duties under these By-Laws.

Amended by SR-NASD-2003-55 eff. Feb. 1, 2004.
Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Expenses of District Nominating Committees

Sec. 8.14 Funds to meet the regular expenses of each District Nominating Committee shall be provided by
the Board, and all such expenses shall be subject to tha approval of the Board.
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lAmended by SR-NASD-97-71 eff. Jan. 15, 1998.

Notice to District Nominating Committee

Sec. 8.15 On or before June 1 of each year, the Secretary of NASD Regulation shall give a Notice to each
District Nominating Committee member and each District Director identifying the members of the District
Nominating Committee and the District Committee whose terms of office shall expire in the next calendar year. The
Notice shall describe election procedures for filling the offices.

Amended by SR-NASD-2003-55 eff. Feb. 1, 2004.
Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Solicitation of Candidates and Secretary's Notice to NASD Members

Sec. 8.16 The Secretary of NASD Regulation shall give a Notice of the upcoming election to NASD members
and the Executive Representatives of NASD members describing the election procedures and stating that NASD
members may submit names of candidates for consideration to the District Director. NASD Regulation staff shall
provide the District Nominating Committee with a description of the NASD membership in the district. The District
Nominating Committee shall identify and solicit candidates to nominate for election to the District Committee and
the District Nominating Committee.

Amended by SR-NASD-2003-55 eff. Feb. 1, 2004.
Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

District Nominating Committee Slate

Sec. 8.17 (a) The District Nominating Committee shall review the background of proposed candidates and
the description of the NASD membership provided by NASD Regulation staff and shall nominate a slate of
candidates for the election. The slate shall include one candidate for each open position on the District Committee
and the District Nominating Committee subject to election at the next annual election. The District Nominating
Committee may also nominate one alternate candidate for the District Committee and one alternate candidate for
the District Nominating Committee. In the event of an uncontested election pursuant to Section 8.19, the alternate
candidate would replace any member of the nominated slate of candidates who withdrew or was determined to be
ineligible. In nominating candidates for the office of member of the District Committee and the office of member of
the District Nominating Committee, the District Nominaling Committee shall endeavor to secure appropriate and fair
representation on the District Committee and on the District Nominating Committee of the various sections of the
district and various classes and types of NASD members engaged in the investment banking or securities business
within the district. In nominating candidates for the offica of member of the District Nominating Committee, a District
Nominating Committee shall assure that the composition of the District Nominating Committee meets the standards
in Section 8.9(a).

(b) A District Nominating Committee shall not nominate an incumbent member of the District Committee to
succeed himself or herself on the District Committee unless the incumbent member of the District Committee is
serving pursuant to the provisions of Section 8.4 or is serving a term pursuant to the provisions of Section 8.2 and
reelection would not cause the incumbent member to violate the provisions of Section 8.3. A District Nominating
Committee may not nominate more than two incumbent members of the District Nominating Committee to succeed
themselves.

Amended by SR-NASD-2005-086 eff. July 5, 2005.
Amended by SR-NASD-2003-55 eff. Feb. 1, 2004.
Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Notification of Nomination

Sec. 8.18 The District Director, acting on behalf of the District Nominating Committee, shall give a Notice to
the Secretary of NASD Regulation of each candidate nominated by the District Nominating Committee and the
office to which the candidate is nominated. if the District Nominating Committee chooses, in its discretion, to
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nominate an alternate candidate for either the District Committee or the District Nominating Committee, or an
alternate candidate for each such Committee, the District Director shall give Notice to the Secretary of NASD
Regulation of each alternate candidate nominated by the District Nominating Committee and the office to which
each alternate candidate is nominated. On or before October 1 of each year, the Secretary of NASD Regulation
shall give a Notice of the nominated candidates and any alternate candidate(s) to the Executive Representatives of
NASD members and the District Committee.

Amended by SR-NASD-2005-086 eff. July 5, 2005.
Amended by SR-NASD-2003-55 eff. Feb. 1, 2004.
Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Uncontested Election

Sec. 8.19 If the District Nominating Committee nominates one candidate for each position on the District
Committee and the District Nominating Committee subject to election at the next annual election and no additional
candidate is nominated pursuant to Section 8.22, the candidates nominated by the District Nominating Committee
shall be considered duly elected.

Adopted by SR-NASD-2003-55 eff. Feb. 1, 2004.

Designation of Additional Candidates

Sec. 8.20 If an officer or director of, or individual who is registered with, an NASD member who meets the
qualifications of Section 8.2 or 8.9, as applicable, is not nominated by the District Nominating Committee as a
candidate or an alternate and wants to be considered for election to the District Committee or the District
Nominating Committee, he or she shall deliver a written notice to the District Director within 14 calendar days after
the Secretary of NASD Regulation gives the Notice of nominated candidates pursuant to Section 8.18. The District
Director shall make a written record of the time and date of the receipt of the officer's, director's, or registered
person's notice. The officer, director, or registered person shall be designated as an "additional candidate."

Amended by SR-NASD-2005-086 eff. July 5, 2005.
Amended by SR-NASD-2003-55 eff. Feb. 1, 2004.
Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

List of NASD Members Eligible to Vote

Sec. 8.21 (a) The Secretary of NASD Regulation shall provide a list of all NASD members eligible to vote in
the district, their mailing addresses, and their Executive Representatives to the additional candidate promptly
following receipt of the additional candidate's timely notice by the District Director.

(b) An NASD member that has its principal office and/or one or more registered branch offices in the district
shall be eligible to cast one vote through the NASD member's Executive Representative for each position on the
District Committee and the District Nominating Committee to be filled in the election.

Amended by SR-NASD-2003-55 eff. Feb. 1, 2004,
Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Requirement for Petition Supporting Additional Candidate

Sec. 8.22 An additional candidate shall be nominated if a petition signed by at least ten percent of the NASD
members eligible to vote in the district is filed with the District Nominating Committee within 30 calendar days after
the date of mailing of the list to the additional candidate pursuant to Section 8.21. Only an Executive
Representative may sign a petition on behalf of an NASD member.

Amended by SR-NASD-97-71 eff. Jan. 15, 1898.
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Notice of Contested Election

Sec. 8.23 If an additional candidate is nominated pursuant to Section 8.22, the election shall be considered a
contested election. The Secretary of NASD Regulation shall give a Notice to the Executive Representatives of the
NASD members eligible to vote in the district announcing the names of the candidates and the office to which each
candidate is nominated and describing contested election procedures.

Amended by SR-NASD-2003-55 eff. Feb. 1, 2004.
Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Administrative Support

Sec. 8.24 The District Office shall provide administrative support to all candidates by sending, by electronic
transmission, to NASD members eligible to vote in the district up to two distributions of materials prepared by the
candidates. if a candidate wants such distributions sent, the candidate shall prepare such material on the
candidate's personal stationery and make the material available to NASD Regulation in electronic format. The
material shall state that it represents the opinion of the candidate. Candidates nominated by the District Nominating
Committee may identify themselves as such in their materials. Any candidate may also send mailings at the
candidate's own expense. Except as provided in this Article, NASD Regulation, the Board, the Regional Nominating
Committee, any other committee, and NASD Regulation staff shall not provide any other administrative support to a
candidate in the election.

Amended by SR-NASD-2003-55 eff. Feb. 1, 2004.
Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Ballots

Sec. 8.25 With the assistance of the Secretary of NASD Regulation and an Independent Agent, the District
Nominating Committee shall prepare a ballot with the names of the District Nominating Committee's candidates and
any additional candidate nominated pursuant to Section 8.22 and the office to which each candidate is nominated.
The ballot shall list separately, in alphabetical order, the candidates nominated by the District Nominating
Committee and the additional candidates nominated pursuant to Section 8.22. The Secretary of NASD Reguiation
shall send a ballot to the Executive Representative of each NASD member eligible to vote in the district.
Instructions on the baliot shall direct the Executive Representative to return the ballot to the Independent Agent and
state that the ballot envelope must be postmarked on or before the return date specified on the ballot. The return
date specified on the ballot shali be no fewer than 20 and no more than 30 days after the date of mailing of the
ballot.

Amended by SR-NASD-2003-55 eff. Feb. 1, 2004.
Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Vote Qualification List

Sec. 8.26 Eligibility to vote in a district election shall be based on the NASD's membership records as of a
date selected by the Secretary of NASD Regulation that is not more than 30 days before the date of mailing of the
ballot. The Secretary of NASD Regulation shall prepare a list of NASD members eligible to vote in the district, their
mailing addresses, and their Executive Representatives, which shall be used for vote qualification purposes, and
shall provide the list to the candidates.

Amended by SR-NASD-2003-55 eff. Feb. 1, 2004.
Amended by SR-NASD-97-71 eff. Jan. 15, 1998,

Ballots Returned As Undelivered

Sec. 8.27 The Independent Agent shall open any ballot envelope returned undelivered and shall determine
whether it was sent to the NASD member's address of record. If incorrectly addressed, the Independent Agent shall
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send a new ballot to the address of record.

Amended by SR-NASD-2003-55 eff. Feb. 1, 2004.
Amended by SR-NASD-97-71 eff. Jan. 15, 19398.

General Procedures for Qualification and Accounting of Ballots

Sec. 8.28 After the'voting period, on a date or dates designated by the Secretary of NASD Regulation, the
qualification and accounting of ballots shall take place. The date or dates designated shall be not later than 14
calendar days after the return date specified on the ballot pursuant to Section 8.25. Candidates and their
representatives shall be allowed to observe the qualification and accounting of ballots. Representation for each
candidate shall be limited to two individuals. The Independent Agent shall bring to a location within the district
agreed to between the Independent Agent and the Secretary of NASD Regulation all ballots timely received. Under
the direction of the Secretary of NASD Regulation or the Secretary's designee, the Independent Agent shall open
and count the ballots. For ballot qualification purposes, the Independent Agent shall identify to the candidates the
NASD members that timely returned ballots and inform the candidates of the Independent Agent's determination of
whether or not a ballot is qualified for voting purposes. The determination shall be based on a comparison of ballots
received against the list of NASD members eligible to vote in the district and their Executive Representatives as
prepared by the Secretary of NASD Regulation pursuant to Section 8.26. The Secretary of NASD Regulation or the
Secretary's designee shall make the final determination of the qualification of a ballot. Upon the qualification of a
ballot, the Independent Agent shall record the vote indicated on the ballot. The candidates and their representatives
shall not be allowed to see the vote of an NASD member.

Amended by SR-NASD-2003-55 eff. Feb. 1, 2004.
Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Ballots Set Aside

Sec. 8.29 The Independent Agent shall set aside a ballot if: (a) the ballot is received from an NASD member
eligible to vote in the district and the ballot is signed by a person who is not the Executive Representative listed on
the vote qualification list prepared under Section 8.26, and the Secretary of the NASD has not received proper
notice of a change in Executive Representative pursuant to the NASD By-Laws; or (b) if two or more properly
executed ballots are received from an NASD member eligible to vote in the district. If the Independent Agent
determines that the ballots set aside are material to the outcome of the election, the Secretary of NASD Regulation
and the Independent Agent shall make reasonable efforts to resolve each ballot set aside. With respect to a ballot
not signed by an Executive Representative of record, the Secretary of NASD Regulation shall contact the NASD
member to request that the NASD member send written notice of any change in Executive Representative by
facsimile so that the ballot may be counted. With respect to multiple ballots from an NASD member, the
Independent Agent shall contact the Executive Representative of the NASD member to obtain the NASD member's
vote. The Secretary of NASD Regulation shall keep a list of NASD members that reported their ballot was lost or
not received and that were provided with a duplicate ballot. The Secretary of NASD Regulation shall provide the list
to the Independent Agent and, upon request, to the candidates.

Amended by SR-NASD-2003-55 eff. Feb. 1, 2004.
Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

invalid Ballots

Sec. 8.30 The Independent Agent shall declare a ballot invalid if one or more of the following conditions exist:
(a) the ballot is not signed by the Executive Representative (unless Section 8.29 applies);
(b) a vote is not indicated on the ballot; or

(c) the ballot indicates votes for more candidates than there are positions on the District Committee or District
Nominating Committee subject to election in the election.

Amended by SR-NASD-2003-55 eff. Feb. 1, 2004.
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lAmended by SR-NASD-97-71 eff. Jan. 15, 1998.

" . Election Results

Sec. 8.31 Under the direction of the Secretary of NASD Regulation or the Secretary's designee, the
independent Agent shall count the votes received for each candidate in a district. The candidates for the office of
member of the District Committee or District Nominating Committee receiving the largest number of votes cast in
the district for the office shall be declared elected such that the number of candidates declared elected equals the
number of positions on the District Committee or District Nominating Committee subject to election in the election.
In the event of a tie, there shall be a run-off election. The Secretary of NASD Regulation shall notify the Board of
the election results. The notification shall state the number of votes received by each candidate and the number of
ballots set aside.

Amended by SR-NASD-2003-55 eff. Feb. 1, 2004.
Amended by SR-NASD-87-71 eff. Jan. 15, 1998.

Extensions of Time and Additional Procedures

Sec. 8.32 The Secretary of NASD Regulation may extend a time period under this Article for good cause
shown. In extraordinary circumstances, the Secretary of NASD Regulation, with the approval of the Executive
Committee or the Board, may adopt additional procedures for elections under this Article.

Amended by SR-NASD-2003-55 eff. Feb. 1, 2004.
Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Definitions

. Sec. 8.33 (a) When used in Article Vil of these By-Laws, the term "Notice” means a notice in writing or by
electronic transmission and the term "electronic transmission” means any form of communication, not directly
involving the physical transmission of paper, that creates a record that may be retained, retrieved and reviewed by
a recipient thereof, and that may be directly reproduced in paper form by such a recipient through an automated
process.

(b) For purposes of this Article VIII, any notice by NASD Regulation, the Secretary of NASD Regulation, or the
District Director given by electronic transmission shall be deemed given: (1) if by facsimile telecommunication,
when directed to a number at which the person entitled to notice has consented to receive notice; (2) if by
electronic mail, when directed to an electronic mail address at which the person entitled to notice has consented to
receive notice; (3) if by a posting on an electronic netwark when the person entitled to notice has consented to
receive notice in this manner, together with separate notice to the person entitled to notice of such specific posting,
upon the later of (A) such posting and (B) the giving of such separate notice; and (4) if by any other form of
electronic transmission when the person entitled to notice has consented to receive notice in this manner, when
directed to the person entitled to notice. For purposes of this Article Vi, if mailed, any such notice by NASD
Regulation, the Secretary of NASD Regulation, or the District Director shall be deemed given when deposited in the
United States mail, postage prepaid, directed to the person entitled to notice at such person's address as it appears
on the records of NASD Regulation.

Amended by SR-NASD-2003-55 eff. Feb. 1, 2004.

ARTICLE iX

COMPENSATION

' Compensation of Board, Council, and Committee Members

Sec. 9.1 The Board may provide for reasonable compensation of the Chair of the Board, the Directors,
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National Adjudicatory Council members, and the members of any committee of the Board or any District
Committee. The Board may also provide for reimbursement of reasonable expenses incurred by such persons in
connection with the business of NASD Regulation.

I Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

ARTICLE X

INDEMNIFICATION

Indemnification of Directors, Officers, Employees, Agents, National Adjudicatory Council and
Committee Members

Sec. 10.1 (a) NASD Regulation shall indemnify, and hold harmless, to the fullest extent permitted by
Delaware law as it presently exists or may thereafter be amended, any person (and the heirs, executors, and
administrators of such person) who, by reason of the fact that he or she is or was a Director, officer, or employee of
NASD Regulation or a National Adjudicatory Council or committee member, or is or was a Director, officer, or
employee of NASD Regulation who is or was serving at the request of NASD Regulation as a director, officer,
employee, or agent of another corporation, partnership, joint venture, trust, enterprise, or non-profit entity, including
service with respect to employee benefit plans, is or was a party, or is threatened to be made a party to:

(i) any threatened, pending, or completed action, suit, or proceeding, whether civil, criminal,
administrative, or investigative (other than an action by or in the right of NASD Regulation) against expenses
(including attorneys' fees and disbursements), judgments, fines, and amounts paid in settiement actually and
reasonably incurred by such person in connection with any such action, suit, or proceeding; or

(iiy any threatened, pending, or completed action or suit by or in the right of NASD Regulation to procure
a judgment in its favor against expenses (including attorneys' fees and disbursements) actually and
reasonably incurred by such person in connection with the defense or settlement of such action or suit.

(b) NASD Regulation shall advance expenses (including attorneys' fees and disbursements) to persons
described in subsection (a); provided, however, that the payment of expenses incurred by such person in advance
of the final disposition of the matter shall be conditioned upon receipt of a written undertaking by that person to
repay all amounts advanced if it should be ultimately determined that the person is not entitled to be indemnified
under this Section or otherwise.

(c) NASD Regulation may, in its discretion, indemnify and hold harmless, to the fullest extent permitted by
Delaware law as it presently exists or may thereafter be amended, any person (and the heirs, executors, and
administrators of such persons) who, by reason of the fact that he or she is or was an agent of NASD Regulation or
is or was an agent of NASD Regulation who is or was serving at the request of NASD Regulation as a director,
officer, employee, or agent of another corporation, partnership, trust, enterprise, or non-profit entity, including
service with respect to employee benefit plans, was or is a party, or is threatened to be made a party to any action
or proceeding described in subsection (a).

(d) NASD Regulation may, in its discretion, pay the expenses (including attorneys' fees and disbursements)
reasonably and actually incurred by an agent in defending any action, suit, or proceeding in advance of its final
disposition; provided, however, that the payment of expenses incurred by such person in advance of the final
disposition of the matter shall be conditioned upon receipt of a written undertaking by that person to repay atl
amounts advanced if it should be ultimately determined that the person is not entitled to be indemnified under this
Section or otherwise.

(e) Notwithstanding the foregoing or any other prevision of these By-Laws, no advance shall be made by
NASD Regulation to an agent or non-officer employee if a determination is reasonably and promptly made by the
Board by a majority vote of those Directors who have not been named parties to the action, even though less than
a quorum, or, if there are no such Directors or if such Directors so direct, by independent legal counsel, that, based
upon the facts known to the Board or such counsel at the time such determination is made: (1) the person seeking
advancement of expenses (i) acted in bad faith, or (ii) did not act in a manner that he or she reasonably believed to
be in or not opposed to the best interests of NASD Regulation; (2) with respect to any criminal proceeding, such
person believed or had reasonable cause to believe that his or her conduct was unlawful; or (3) such person
deliberately breached his or her duty to NASD Regulation.
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o)

(f) The indemnification provided by this Section in a specific case shall not be deemed exclusive of any other
rights to which a person seeking indemnification may be entitled, both as to action in his or her official capacity and
as to action in another capacity while holding such office, and shall continue as to a person who has ceased to be a
Director, officer, National Adjudicatory Council or committee member, employee, or agent and shall inure to the
benefit of such person's heirs, executors, and administrators.

(g) Notwithstanding the foregoing, but subject to subsection (j), NASD Regulation shall be required to
indemnify any person identified in subsection (a) in connection with a proceeding (or part thereof) initiated by such
person only if the initiation of such proceeding (or part thereof) by such person was authorized by the Board.

(h) NASD Regulation's obligation, if any, to indemnify or advance expenses to any person who is or was
serving at its request as a director, officer, employee, or agent of another corporation, partnership, joint venture,
trust, enterprise, or non-profit entity shall be reduced by any amount such person may collect as indemnification or
advancement from such other corporation, partnership, joint venture, trust, enterprise, or non-profit entity.

(i) Any repeal or modification of the foregoing provisions of this Section shall not adversely affect any right or
protection hereunder of any person respecting any act ar omission occurring prior to the time of such repeal or
modification.

(i) If a claim for indemnification or advancement of expenses under this Article is not paid in full within 60 days
after a written claim therefor by an indemnified person has been received by NASD Regulation, the indemnified
person may file suit to recover the unpaid amount of such claim and, if successful in whole or in part, shall be
entitled to be paid the expense of prosecuting such claim. In any such action, NASD Regulation shall have the
burden of proving that the indemnified person is not entitied to the requested indemnification or advancement of
expenses under Delaware law.

Amended by SR-NASD-97-71 eff. Jan. 15, 1998,

Indemnification Insurance

Sec. 10.2 NASD Regulation shall have power to purchase and maintain insurance on behalf of any person
who is or was a Director, officer, National Adjudicatory Council or committee member, employee, or agent of NASD
Regulation, or is or was serving at the request of NASD Regulation as a director, officer, employee, or agent of
another corporation, partnership, joint venture, trust, enterprise, or non-profit entity against any liability asserted
against such person and incurred by such person in any such capacity, or arising out of such person's status as

such, whether or not NASD Regulation would have the power to indemnify such person against such liability
hereunder.

Amended by SR-NASD-87-71 eff. Jan. 15, 1998.

ARTICLE XI
CAPITAL STOCK

Sole Stockholder

Sec. 11.1 The NASD shall be the sole stockholder of the capital stock of NASD Regulation.

Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Certificates

Sec. 11.2 The stockholder shall be entitled to a certificate or certificates in such form as shali be approved by
the Board, certifying the number of shares of capital stock in NASD Regulation owned by the stockholder.
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|Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Signatures

Sec. 11.3 (a) Certificates for shares of capital stock of NASD Reguiation shall be signed in the name of
NASD Regulation by two officers with one being the Chair of the Board, the President, or a Vice President, and the
other being the Secretary, the Treasurer, or such other officer that may be authorized by the Board. Such
certificates may be sealed with the corporate seal of NASD Regulation or a facsimile thereof.

(b) If any such certificates are countersigned by a transfer agent other than NASD Regulation or its employee,
or by a registrar other than NASD Regulation or its employee, any other signature on the certificate may be a
facsimile. In the event that any officer, transfer agent, or registrar who has signed or whose facsimile signature has
been placed upon a certificate shall cease to be such officer, transfer agent, or registrar before such certificate is
issued, such certificate may be issued by NASD Regulation with the same effect as if such person were such
officer, transfer agent, or registrar at the date of issue.

I Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Stock Ledger

Sec. 11.4 (a) A record of all certificates for capital stock issued by NASD Regulation shall be kept by the
Secretary or any other officer, employee, or agent designated by the Board. Such record shall show the name and
address of the person, firm, or corporation in which certificates for capital stock are registered, the number of
shares represented by each such certificate, the date of each such certificate, and in the case of certificates that
have been canceled, the date of cancellation thereof.

(b) NASD Regulation shall be entitled to treat the holder of record of shares of capital stock as shown on the
stock ledger as the owner thereof and as the person entitied to vote such shares and to receive notice of meetings,
and for all other purposes. Except as otherwise required by applicable law, NASD Regulation shall not be bound to
recognize any equitable or other claim to or interest in ainy share of capital stock on the part of any other person,
whether or not NASD Regulation shall have express or other notice thereof.

Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Transfers of Stock

Sec. 11.5 (a) The Board may make such rules and regulations as it may deem expedient, not inconsistent
with law, the Restated Certificate of Incorporation, or these By-Laws, concerning the issuance, transfer, and
registration of certificates for shares of capitaj stock of NASD Regulation. The Board may appoint, or authorize any
principal officer to appoint, one or more transfer agents or one or more transfer clerks and one or more registrars
and may require all certificates for capital stock to bear the signature or signatures of any of them.

(b) Transfers of capital stock shall be made on the books of NASD Regulation only upon delivery to NASD
Regulation or its transfer agent of: (i) a written direction of the registered holder named in the certificate or such
holder's attorney lawfully constituted in writing; (ii) the certificate for the shares of capital stock being transferred;
and (iii) a written assignment of the shares of capital stock evidenced thereby.

Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Cancellation

Sec. 11.6 Each certificate for capital stock surrendered to NASD Regulation for exchange or transfer shall be
canceled and no new certificate or certificates shall be issued in exchange for any existing certificate other than
pursuant to Section 11.7 until such existing certificate shall have been canceled.

Amended by SR-NASD-97-71 eff. Jan. 15, 1998.
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Lost, Stolen, Destroyed, and Mutilated Certificates

Sec. 11.7 In the event that any certificate for shares of capital stock of NASD Regulation shall be mutilated,
NASD Regulation shall issue a new certificate in place of such mutilated certificate. In the event that any such
certificate shall be lost, stolen, or destroyed NASD Reguiation may, in the discretion of the Board or a committee
appointed thereby with power so to act, issue a new certificate for capital stock in the place of any such lost, stolen,
or destroyed certificate. The applicant for any substituted certificate or certificates shall surrender any mutilated
certificate or, in the case of any lost, stolen, or destroyed certificate, furnish satisfactory proof of such loss, theft, or
destruction of such certificate and of the ownership thergof. The Board or such committee may, in its discretion,
require the owner of a lost or destroyed certificate, or such owner's representatives, to furnish to NASD Regulation
a bond with an acceptable surety or sureties and in such sum as shall be sufficient to indemnify NASD Regulation
against any claim that may be made against it on account of the lost, stolen, or destroyed certificate or the issuance
of such new certificate. A new certificate may be issued without requiring a bond when, in the judgment of the
Board, itis proper to do so.

I Amended by SR-NASD-97-71 eff. Jan. 15, 1998. I

Fixing of Record Date

Sec. 11.8 The Board may fix a record date in accordance with Delaware law.

Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

ARTICLE Xl

MISCELLANEOQUS PROVISIONS

Corporate Seal

Sec. 12.1 The seal of NASD Regulation shall be circular in form and shall bear, in addition to any other
emblem or device approved by the Beard, the name of NASD Regulation, the year of its incorporation, and the
words "Corporate Seal" and "Delaware.” The seal may be used by causing it to be affixed or impressed, or a
facsimile thereof may be reproduced or otherwise used in such manner as the Board may determine.

Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Fiscai Year

Sec. 12.2 The fiscal year of NASD Regulation shall begin on the first day of January in each year, or such
other month as the Board may determine by resolution.

Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Waiver of Notice

Sec. 12.3 (a) Whenever notice is required to be given by law, the Restated Certificate of Incorporation, or
these By-Laws, a written waiver thereof, signed by the person or persons entitled to such notice, whether before or
after the time stated therein, shall be deemed equivalent to notice. Neither the business to be transacted at, nor the
purpose of, any regular or special meeting of the stockholder, Directors, or members of a committee of Directors
need be specified in any written waiver of notice.

(b) Attendance of a person at a meeting shall constitute a waiver of notice of such meeting, except when the

person attends a meeting for the express purpose of objecting, at the beginning of the meeting, to the transaction
of any business because the meeting is not lawfully called or convened.
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Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Execution of Instruments, Contracts, Etc.

Sec. 12.4 (a) All checks, drafts, bills of exchange, notes, or other obligations or orders for the payment of
money shall be signed in the name of NASD Regulation by such officer or officers or person or persons as the
Board, or a duly authorized committee thereof, may frorn time to time designate. Except as otherwise provided by
law, the Board, any committee given specific authority in the premises by the Board, or any committee given
authority to exercise generally the powers of the Board during intervals between meetings of the Board, may
authorize any officer, employee, or agent, in the name of and on behalf of NASD Regulation, to enter into or
execute and deliver deeds, bonds, mortgages, contracts, and other obligations or instruments, and such authority
may be general or confined to specific instances.

(b) All applications, written instruments, and papers required by any department of the United States
Government or by any state, county, municipal, or other governmental authority, may be executed in the name of
NASD Regulation by any principal officer or subordinate officer of NASD Regulation, or, to the extent designated for
such purpose from time to time by the Board, by an employee or agent of NASD Regulation. Such designation may
contain the power to substitute, in the discretion of the person named, one or more other persons.

| Amended by SR-NASD-97-71 eff. Jan. 15, 1998. 1

Form of Records

Sec. 12.5 Any records maintained by NASD Regulation in the regular course of business, including its stock
ledger, books of account, and minute books, may be kept on, or be in the form of, magnetic tape, computer disk, or
any other information storage device, provided that the records so kept can be converted into ciearly legible form
within a reasonable time.

Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

ARTICLE Xili

AMENDMENTS; EMERGENCY BY-LAWS

By Stockholder

Sec. 13.1 These By-Laws may be altered, amended, or repealed, or new By-Laws may be adopted, at any
meeting of the stockholder, provided that, in the case of a special meeting, notice that an amendment is to be
considered and acted upon shall be inserted in the notice or waiver of notice of said meeting.

Amended by SR-NASD-87-71 eff. Jan. 15, 1998.

By Directors

Sec. 13.2 To the extent permitted by the Restated Certificate of Incorporation, these By-Laws may be
altered, amended, or repealed, or new By-Laws may be adopted, at any regular or special meeting of the Board.

Amended by SR-NASD-97-71 eff. Jan. 15, 1998.

Emergency By-Laws

Sec. 13.3 The Board may adopt emergency By-l.aws subject to repeal or change by action of the stockholder
that shall, notwithstanding any different provision of law, the Restated Certificate of Incorporation, or these By-
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Laws, be operative during any emergency resulting from any nuclear or atomic disaster, an attack on the
United States or on a locality in which NASD Regulation conducts its business or customarily holds meetings of the
Board or stockholder, any catastrophe, or other emergency condition, as a result of which a quorum of the Board or
a committee thereof cannot readily be convened for action. Such emergency By-Laws may make any provision that
may be practicable and necessary under the circumstances of the emergency.

Amended by SR-NASD-97-71 eff. Jan. 15, 1998.
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AMENDED AND RESTATED ARTICLES OF
INCORPORATION OF MICROSOFT
CORPORATION
Pursuant to RCW 23B.10.070, the following Amended and
Restated Articles of Incorporation are hereby submitted for
filing:

ARTICLE 1
NAME

The name of the corporation is Microsoft Corporation.
ARTICLE 1I
REGISTERED OFFICE AND AGENT

The address of the registered office of the “Corporation” is
920 Fourth Avenue, Suite 2900, Seattle, Washington
98104, and the name of the registered agent at such
address is PTSGE Corp.

ARTICLE III
PURPOSE

The Corporation is organized for the purposes of
transacting any and all lawful business for which a
corporation may be incorporated under the Washington
Business Corporation Act, Title 23B of the Revised Code of
Washington, now or hereafter in force (the “Act”).

ARTICLE 1V
CAPITAL SHARES

4.1 Authorized Shares. . The total number of shares of
. stock that the Corporation shall have authority to issue is

24,100,000,000 shares, which shall consist of
24,000,000,000 shares of common stock, $0.00000625 par
value per share ("Common Shares”) and 100,000,000
shares of preferred stock, $.01 par value per share
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(“Preferred Shares”). Except as otherwise provided in
accordance with these Articles of Incorporation, the
Common Shares shall have unlimited voting rights, with
each share being entitled to one vote, and the rights to
receive the net assets of the Corporation upon dissolution,
with each share participating on a pro rata basis.

4.2 Issyance of Preferred Shares . The Board of Directors is
hereby authorized from time to time, without shareholder
action, to provide for the issuance of Preferred Shares in
one or more series not exceeding in the aggregate the
number of Preferred Shares authorized by these Articles of
Incorporation, as amended from time to time; and to
determine with respect to each such series the voting
powers, if any (which voting powers, if granted, may be full
or limited), designations, preferences, and relative,
participating, option, or other special rights, and the
qualifications, limitations, or restrictions relating thereto,
including without limiting the generality of the foregoing,
the voting rights relating to Preferred Shares of any series
(which may be one or more votes per share or a fraction of
a vote per share, which may vary over time, and which
may be applicable generally or only upon the happening
and continuance of stated events or conditions), the rate of
dividend to which holders of Preferred Shares of any series
may be entitled {(which may be cumulative or
noncumulative), the rights of holders of Preferred Shares of
any series in the event of liquidation, dissolution, or
winding up of the affairs of the Corporation, the rights, if
any, of holders of Preferrad Shares of any series to convert
or exchange such Preferrad Shares of such series for
shares of any other class or series of capital stock or for
any other securities, property, or assets of the Corporation
or any subsidiary (including the determination of the price
or prices or the rate or rates applicable to such rights to
convert or exchange and the adjustment thereof, the time
or times during which the right to convert or exchange
shall be applicable, and the time or times during which a
particular price or rate shall be applicable), whether or not
the shares of that series shall be redeemable, and if so, the
terms and conditions of such redemption, including the
date or dates upon or after which they shall be
redeemable, and the amount per share payable in case of
redemption, which amount may vary under different
conditions and at different redemption dates, and whether
any shares of that series shall be redeemed pursuant to a
retirement or sinking fund or otherwise and the terms and
conditions of such obligation.

4.3 Filings and Effectiveness . Before the Corporation shall
issue any Preferred Sharas of any series, Articles of
Amendment or Restated Articles of Incorporation, fixing the
voting powers, designations, preferences, the relative,
participating, option, or other rights, if any, and the
qualifications, limitations, and restrictions, if any, relating
to the Preferred Shares of such series, and the number of
Preferred Shares of such series authorized by the Board of
Directors to be issued shall be filed with the secretary of
state in accordance with the Washington Business
Corporation Act ("WBCA") and shall become effective
without any shareholder action. The Board of Directors is
further authorized to increase or decrease (but not below
the number of such shares of such series then outstanding)
the number of shares of any series subsequent to the
issuance of shares of that series.

ARTICLE V
NO PREEMPTIVE RIGHTS

Shareholders of the Corporation have no preemptive rights
to acquire additional shares of stock or securities
convertible into shares of stock issued by the Corporation.

ARTICLE VI
DIRECTORS

6.1 Number. The number of directors of the Corporation
shall be fixed in the manner specified by the bylaws of the
Corporation.
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6.2 Vacancies. Vacancies and newly created directorships
resulting from any increase in the authorized number of
directors shall be filled only by a majority of the directors
then in office, although less than a quorum, or by a sole
remaining director, unless for any reason there are no
directors in office in which case they shall be filled by a
special election by shareholders.

ARTICLE VII
ELECTIOM OF DIRECTORS

Shareholders of the Corporation shall not have the right to
cumulate votes in the election of directors.

ARTICLE VIII
SPECIAL SHAREHOLDER MEETINGS

Special meetings of the shareholders of the Corporation for
any purpose or purposes may be called at any time by the
Board of Directors, or by a committee of the Board of
Directors which has been duly designated by the Board of
Directors and whose powers and authority, as provided in a
resolution of the Board of Directors or in the bylaws of the
Corporation, include the power to call such meetings, but
such special meetings may not be called by any other
person or persons.

ARTICLE IX
AMENDMENT OF BYLAWS

In furtherance and not in limitation of the powers conferred
by statute, the Board of Directors is expressly authorized to
make, adopt, repeal, alter, amend, and rescind the bylaws

of the Corporation by a resolution adopted by a majority of
the directors.

ARTICLE X
LIMITATION OF DIRECTOR LIABILITY

A director of the Corporation shall not be personally liable
to the Corporation or its shareholders for monetary
damages for conduct as a director, except for:

(a) Acts or omissions involving intentional misconduct
by the director or a knowing violation of law by the

director;
(b) Conduct violating Section 23B.08.310 of the Act
(which involves distributions by the Corporation); or

(¢) Any transaction from which the director will
personally receive a benefit in money, property, or
services to which the director is not legally entitled.

If the Washington Business Corporation Act is amended to
authorize corporate action further eliminating or limiting
the personal liability of directors, then the liability of a
director of the Corporation shall be eliminated or limited to
the fullest extent not prohibited by the WBCA, as so
amended. The provisions of this Article shall be deemed to
be a contract with each Director of the Corporation who
serves as such at any tirne while such provisions are in
effect, and each such Directors shall be deemed to be
serving as such in reliance on the provisions of this Article.
Any repeal or modification of the foregcing paragraph by
the shareholders of the Corporation shall not adversely
affect any right or protection of a director of the
Corporation with respect to any acts or omissions of such
director occurring prior to such repeal or modification.

ARTICLE XI

MERGERS, SHARE EXCHANGES, AND
OTHER TRANSACTIONS

A merger, share exchange, sale of substantially all of the
Corporation’s assets, or dissolution must be approved by
the affirmative vote of a majority of the Corporation’s
outstanding shares entitled to vote, or if separate voting by
voting groups is required then by not less than a majority
of all the votes entitled to be cast by that voting group.

ARTICLE XII
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INDEMNIFICATION

12.1 Definitions. As used in this Article:

a. "Agent” means an individual who is or was an agent of
the Corporation or an individual who, while an agent of the
Corporation, is or was serving at the Corporation’s request
as a director, officer, pariner, trustee, employee, or agent
of another foreign or domestic corporation, partnership,
joint venture, trust, employee benefit plan, or other
enterprise. “Agent” includes, unless the context requires
otherwise, the spouse, heirs, estate and personal
representative of an agent.

b. “Corporation” means the Corporation, and any domestic
or foreign predecessor entity which, in a merger or other
transaction, ceased to exist.

c. “Director” means an individual who is or was a director
of the Corporation or an individual who, while a director of
the Corporation, is or was serving at the Corporation’s
request as a director officer, partner, trustee, employee, or
agent of another foreign or domestic corporation,
partnership, joint venture, trust, employee benefit plan or
other enterprise. “Director” includes, unless the context
requires otherwise, the spouse, heirs, estate and personal
representative of a director.

d. “Employee” means an individual who is or was an
employee of the Corporation or an individual, while an
employee of the Corporation, is or was serving at the
Corporation’s request as a director, officer, partner,
trustee, employee, or agent of another foreign or domestic
corporation, partnership, joint venture, trust, employee
benefit plan, or other enterprise- "Employee” includes,
unless the context requires otherwise, the spouse, heirs,
estate and personal reprasentative of an employee.

e. "Expenses” include counsel fees.

f. *Indemnitee” means an individual made a party to a
proceeding because the individual is or was a Director,
Officer, Employee, or Agent of the Corporation, and who
possesses indemnification rights pursuant to these Articles
or other corporate action. “Indemnitee” includes, unless
the context requires otherwise, the spouse, heirs, estate,
and personal representative of such individuals.
g. “Liability” means the obligation to pay a judgment,
settlement penalty, fine, including an excise tax with
respect to an employee benefit plan, or reasonable
Expenses incurred with respect to a proceeding.
h. “Officer” means an individual who is or was an officer of
the Corporation (regardless of whether or not such
individual was also a Diractor) or an individual who, while
an officer of the Corporation, is or was serving at the
Corporation’s request as a director, officer, partner,
trustee, employee, or agent of another foreign or domestic
corporation, partnership, joint venture, trust, employee
benefit plan, or other enterprise. “Officer” includes, unless
the context requires otherwise, the spouse, heirs, estate
and personal representative of an officer.
i. "Party” includes an individual who was, is, or is
threatened to be named a defendant, respondent or
witness in a proceeding.
j. "Proceeding” means any threatened, pending, or
completed action, suit, or proceeding, whether civil,
derivative, criminal, administrative, or investigative, and
whether formal or informal.
12.2 Indemnification Rights of Directors and QOfficers. The
Corporation shall indemnify its Directors and Officers to the
full extent not prohibited by applicable law now or
hereafter in force against liability arising out of a
Proceeding to which such individual was made a Party
because the individual is or was a Director or an Officer.
However, such indemnity shall not apply on account of:
(a) Acts or omissions of a Director or Officer finally
adjudged to be intentional misconduct or a knowing
violation of law;
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(b) Conduct of a Director or Officer finally adjudged
to be in violation of Section 23B.08.310 of the Act

relating to distributions by the Corporation; or

(c) Any transaction with respect to which it was
finally adjudged that a Director or Officer personally
received a benefit in money, property, or services to

which the Director cr Officer was not legally entitled.

Subject to the foregoing, it is specifically intended that
Proceedings covered by indemnification shall include
Proceedings brought by the Corporation (including
derivative actions); Proceedings by government entities
and governmental officials or other third party actions.
12.3 Indemnification of Employees and Agents_of the
Corporation. The Corporation may, by action of its Board of
Directors from time to tirne, provide indemnification and
pay Expenses in advance of the final disposition of a
Proceeding to Employees and Agents of the Corporation
who are not also Directors, in each case to the same extent
as to a Director with respect to the indemnification and
advancement of Expenses pursuant to rights granted
under, or provided by, the Act or otherwise.

12.4 Partial Indemnification. If an Indemnitee is entitled to
indemnification by the Corporation for some or a portion of
Expenses, liabilities, or losses actually and reasonably
incurred by Indemnitee in an investigation, defense, appeal
or settlement but not, however, for the total amount
thereof, the Corporation shall nevertheless indemnify
Indemnitee for the portion of such Expenses, liabilities or
losses to which Indemnitee is entitled.

12.5 Procedure for Seeking Indemnification and/or
Advancement of Expenses. The following procedures shall
apply in the absence of (or at the option of the Indemnitee,
in lieu thereof), specific procedures otherwise applicable to
an Indemnitee pursuant to a contract, trust agreement, or
general or specific action of the Board of Directors:

12.5.1 Notification and Defense of Claim. Indemnitee shall
promptly notify the Corporation in writing of any
proceeding for which indamnification could be sought under
this Article. In addition, Indemnitee shall give the
Corporation such information and cooperation as it may
reasonably require and as shall be within Indemnitee’s
power.

With respect to any such proceeding as to which
Indemnitee has notified the Corporation:

(a) The Corporation will be entitled to participate

therein at its own expense; and

(b) Except as otherwise provided below, to the extent
that it may wish, the Corporation, jointly with any
other indemnifying party similarly notified, will be
entitled to assume the defense thereof, with counsel
satisfactory to Indemnitee. Indemnitee’s consent to

such counsel may not be unreasonably withheld.

After notice from the Corporation to Indemnitee of its
election to assume the defense, the Corporation will not be
liable to Indemnitee under this Article for any legal or other
Expenses subsequently incurred by Indemnitee in
connection with such defense. However, Indemnitee shall
continue to have the right to employ its counsel in such
proceeding, at Indemnitee’s expense; and if:

(i) The employment: of counsel by Indemnitee has
been authorized by the Corporation;

(ii) Indemnitee shall have reasonably concluded that
there may be a conflict of interest between the
Corporation and Indemnitee in the conduct of such
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defense; or

(iii) The Corporation shall not in fact have employed
counsel to assume the defense of such proceeding,

the fees and Expenses of Indemnitee’s counsel shall be at
the expense of the Corporation.

The Corporation shall not: be entitled to assume the
defense of any proceeding brought by or on behalf of the
Corporation or as to which Indemnitee shall reasonably
have made the conclusion that a conflict of interest may
exist between the Corporation and the Indemnitee in the
conduct of the defense.

12.5.2 Information to be Submitted and Method of
Determination and Authcrization of Indemnification. For the
purpose of pursuing right:s to indemnification under this
Article, the Indemnitee shall submit to the Board a sworn
statement requesting indemnification and reasonable
evidence of all amounts for which such indemnification is
requested (together, the sworn statement and the evidence
constitute an “Indemnification Statement”).

Submission of an Indemnification Statement to the Board
shall create a presumption that the Indemnitee is entitled
to indemnification hereunder, and the Corporation shalil,
within sixty (60) calendar days thereafter, make the
payments requested in the Indemnification Statement to or
for the benefit of the Indemnitee, unless: (1) within such
sixty (60) calendar day period it shall be determined by the
Corporation that the Indemnitee is not entitled to
indemnification under this Article; (2) such determination
shall be based upon clear and convincing evidence
(sufficient to rebut the foregoing presumption); and (3) the
Indemnitee shall receive notice in writing of such
determination, which notice shall disclose with particularity
the evidence upon which the determination is based.

The foregoing determination may be made: (1) by the
Board of Directors by majority vote of a quorum of
Directors who are not at the time parties to the
proceedings; (2) if a quorum cannot be obtained, by
majority vote of a committee duly designated by the Board
of Directors {in which designation Directors who are parties
may participate) consisting solely of two (2) or more
Directors not at the time parties to the proceeding; (3) by
special legal counsel; or {4) by the shareholders as
provided by Section 23B.08.550 of the Act.

Any determination that the Indemnitee is not entitled to
indemnification, and any failure to make the payments
requested in the Indemnification Statement, shall be
subject to judicial review by any court of competent
jurisdiction.

12.5.3 Special Procedure Regarding Advance for Expenses.
An Indemnitee seeking payment of Expenses in advance of
a final disposition of the proceeding must furnish the
Corporation, as part of the Indemnification Statement:

(a) A written affirmation of the Indemnitee’s good
faith belief that the Indemnitee has met the standard
of conduct required to be eligible for indemnification;

and

(b) A written undertaking, constituting an unlimited
general obligation of the Indemnitee, to repay the
advance if it is ultimately determined that the
Indemnitee did not meet the required standard of
conduct.

Upon satisfaction of the foregoing the Indemnitee
shall have a contractual right to the payment of such
Expenses.

12.5.4 Settlement. The Corporation is not liable to
indemnify Indemnitee for any amounts paid in settlement
of any proceeding without the Corporation’s written
consent. The Corporation shall not settle any proceeding in
any manner which would impose any penalty or limitation
on Indemnitee without Indemnitee’s written consent.
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Neither the Corporation nor Indemnitee may unreasonably
withhold its consent to a proposed settlement.

12.6. Contract and related rights.

12.6.1 Contract Rights. The right of an Indemnitee to
indemnification and advancement of Expenses is a contract
right upon which the Indemnitee shall be presumed to have
relied in determining to serve or to continue to serve in his
or her capacity with the Corporation. Such right shall
continue as long as the Indemnitee shall be subject to any
possible proceeding. Any amendment to or repeal of this
Article shall not adversely affect any right or protection of
an Indemnitee with respect to any acts or omissions of
such Indemnitee occurring prior to such amendment or
repeal.

12.6.2 Optional Insurance, Contracts, and Funding The
Corporation may:

(a) Maintain insurance, at its expense, to protect
itself and any Indemnitee against any liability,
whether or not the Corporation would have power to
indemnify the individual against the same liability
under Section 23B.08.5 10 or .520 of the Act;

(b) Enter into contracts with any Indemnitee in
furtherance of this Article and consistent with the
Act; and

(c) Create a trust fund, grant a security interest, or
use other means (including without limitation a letter
of credit) to ensure the payment of such amounts as
may be necessary to effect indemnification as
provided in this Article.

12.6.3 Severability. If any provision or application of this
Article shall be invalid or unenforceable, the remainder of
this Article and its remaining applications shall not be
affected thereby, and shall continue in full force and effect.

12.6.4 Right of Indemnitee to Bring Suit. If (1) a claim
under this Article for indemnification is not paid in full by
the Corporation within sixty (60) days after a written claim
has been received by the Corporation; or (2) a claim under
this Article for advancement of Expenses is not paid in full
by the Corporation within twenty (20) days after a written
claim has been received by the Corporation, then the
Indemnitee may, but need not, at any time thereafter bring
suit against the Corporation to recover the unpaid amount
of the claim. To the extent successful in whole or in part,
the Indemnitee shall be entitled to also be paid the
expense (to be proportionately prorated if the Indemnitee
is only partially successful) of prosecuting such claim.
Neither (1) the failure of the Corporation (including its
Board of Directors, its shareholders, or independent legal
counsel) to have made a determination prior to the
commencement of such proceeding that indemnification or
reimbursement or advancement of Expenses to the
Indemnitee is proper in the circumstances; nor {(2) an
actual determination by the Corporation (including its
Board of Directors, its shareholders, or independent legal
counsel that the Indemnitee is not entitled to
indemnification or to the reimbursement or advancement of
Expenses, shall be a defense to the proceeding or create a
presumption that the Indemnitee is not so entitled.

12.6.5 Nonexclusivity of Rights. The right to
indempnification and the payment of Expenses incurred in
defending a Proceeding in advance of its final disposition
granted in this Article shall not be exclusive of any other
right which any Indemnitee may have or hereafter acquire
under any statute, provision of this Article or the Bylaws,
agreement, vote of shareholders or disinterested directors,
or otherwise. The Corporation shall have the express right
to grant additional indemnity without seeking further
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approval or satisfaction by the shareholders. All applicabie
indemnity provisions and any applicable law shall be
interpreted and applied so as to provide an Indemnitee
with the broadest but nonduplicative indemnity to which he
or she is entitled.

12.7 Contribution. If the indemnification provided in
Section 12.2 of this Article is not available to be paid to
Indemnitee for any reascon other than those set forth in
subparagraphs 12.2(a), 12.2(b), and 12.2(c) of Section
12.2 of this Article {for example, because indemnification is
held to be against public policy even though otherwise
permitted under Section 12.2) then in respect of any
proceeding in which the Corporation is jointly liable with
Indemnitee (or would be if joined in such proceeding), the
Corporation shall contribute to the amount of loss paid or
payable by Indemnitee in such proportion as is appropriate
to reflect:

The relative benefits received by the Corporation on the
one hand and the Indemnitee on the other hand from the
transaction from which such proceeding arose, and

The relative fault of the Corporation on the one hand and
the Indemnitee on the other hand in connection with the
events which resulted in such loss, as well as any other
relevant equitable consideration.

The relative benefits received by and fault of the
Corporation on the one hand and the Indemnitee on the
other shall be determined by a court of appropriate
jurisdiction (which may te the same court in which the
proceeding took place) with reference to, among other
things, the parties’ relative intent, knowledge, access to
information, and opportunity to correct or prevent the
circumstances resulting in such loss. The Corporation
agrees that it would not be just and equitable if a
contribution pursuant to this Article was determined by pro
rata allocation or any other method of allocation which
does not take account of the foregoing equitable
considerations.

12.8 Exceptions. Any other provision herein to the contrary
notwithstanding, the Corporation shall not be obligated
pursuant to the terms of these Articles to indemnify or
advance Expenses to Indemnitee with respect to any
proceeding.

12.8.1 Claims Initiated by Indemnitee. Initiated or brought
voluntarily by Indemnitee and not by way of defense, but
such indemnification or advancement of Expenses may be
provided by the Corporation in specific cases if the Board of
Directors finds it to be appropriate. Notwithstanding the
foregoing, the Corporation shall provide indemnification
including the advancement of Expenses with respect to
Proceedings brought to establish or enforce a right to
indemnification under these Articles or any other statute or
law or as otherwise required under the statute.

12.8.2 Lack of Good Faith. Instituted by Indemnitee to
enforce or interpret this Article, if a court of competent
jurisdiction determines that each of the material assertions
made by Indemnitee in such proceeding was not made in
good faith or was frivolous.

12.8.3 Insured Claims. For which any of the Expenses or
liabilities for indemnification is being sought have been paid
directly to Indemnitee by an insurance carrier under a
policy of officers’ and directors’ liability insurance
maintained by the Corporation.

12.8.4 Prohibited by Law. If the Corporation is prohibited
by the Act or other applicable law as then in effect from
paying such indemnification and/or advancement of
Expenses. For example, the Corporation and Indemnitee
acknowledge that the Securities and Exchange Commission
("SEC") has taken the position that indemnification is not
possible for liabilities arising under certain federal
securities laws. Indemnitee understands and acknowledges
that the Corporation has undertaken or may be required in
the future to undertake with the SEC to submit the
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question of indemnification to a court in certain
circumstances for a determination of the Corporation’s
right to indemnify Indemnitee.

12.9 Successors and Assigns. All obligations of the
Corporation to indemnify any Director or Officer shall be
binding upon all successors and assigns of the Corporation
(including any transferee of all or substantially all of its
assets and any successor by merger or otherwise by
operation of law). The Corporation shall not effect any sale
of substantially all of its assets, merger, consolidation, or
other reorganization, in which it is not the surviving entity,
unless the surviving entity agrees in writing to assume all
such obligations of the Corporation.

ARTICLE XIII
CORPORATION'S AC%\UISITION OF ITS
OWN SHARES

The Corporation may purchase, redeem, receive, take or
otherwise acquire, own and hold, seil, lend, exchange,
transfer or otherwise dispose of, pledge, use and otherwise
deal with and in its own shares. As a specific modification
of Section 23B.06.310 of the Act, pursuant to the authority
in Section 23B.02.020(5)(c) of the Act, to include
provisions related to the management of the business and
the regulation of the affairs of the Corporation, shares of
the Corporation’s stock acquired by it pursuant to this
Article shall be considered “Treasury Stock” and so held by
the Corporation. The shares so acquired by the Corporation
shall not be considered as authorized and unissued but
rather as authorized, issued, and held by the Corporation.
The shares, so acquired shall not be regarded as cancelled
or as a reduction tc the authorized capital of the
Corporation unless specifically so designated by the Board
of Directors in an amendment to these Articles of
Incorporation. The provisions of this Article do not alter or
effect the status of the Corporation’s acquisition of its
shares as a “distribution” by the Corporation as defined in
Section 23B.01.400(6) of the Act, nor alter or effect the
limitations on distributions by the Corporation as set forth
in Section 23B.06.400 of the Act. Any shares so acquired
by the Corporation, unless otherwise specifically designated
by the Board of Directors, at the time of acquisition, shall
be considered on subsequent disposition, as transferred
rather than reissued. Nothing in this Article limits or
restricts the right of the Corporation to resell or otherwise
dispose of any of its shares previously acquired for such
consideration and according to such procedures as
established by the Board of Directors.

The undersigned has signed these Amended and Restated
Articles of Incorporation as of January 23, 2003.

JOHN A. SEETHOFF
Assistant Secretary
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THE NASDAQ STOCK MARKET
Waive-In Membership Application Form

To qualify for Waive-In Membership in The NASDAQ Stock Market LLC (NASDAQ),
the applicant must be an approved National Association of Securities Dealers, Inc.
(NASD) member. An applicant is eligible to automatically become a NASDAQ member
and to automatically register all associated persons whose registrations are approved with
NASD in registration categories recognized by NASDAQ. To apply, please complete
and submit this Waive-In Application Form and Membership Agreement and the
NASDAQ Services Agreement using the enclosed postage-paid envelope or via certified
or first class mail, courier or messenger service to:

The NASDAQ Stock Market
Membership Department
1735 K Street, NW
Washington, DC 20006-1506
Attention: Karin Marshall
NQX Membership Application Processing

Applicants are required to update any information submitted in this Application Form
when and if it becomes inaccurate or incomplete after submission.

Part1

A. General Company Information

FIRM APPLICANT NAME DATE

ADDRESS

CITY STATE ZIP

CENTRAL REGISTRATION DEPOSITORY® (CRD) NUMBER

DESIGNATED EXAMINING AUTHORITY



CONTACT NAME (FOR QUESTIONS CONCERNING THIS APPLICATION) CONTACT TITLE

TELEPHONE FACSIMILE

EMAIL
B. Nature of Activity on NASDAQ

Please check the business activity(ies) in which the firm intends to engage as a NASDAQ
member. If this is not the same business activity that the firm currently engages in as an
NASD member, the applicant must, pursuant to NASDAQ Rule 1017, apply for approval
to effect a material change in business operations, before NASDAQ membership is
approved.

o Market Maker

g Order Entry Firm

o Electronic Communications Network/Alternative Trading System

o Other:

C. Personnel

Please provide the name and Central Registration Depository (CRD) number of the
person primarily responsible for the firm’s NASDAQ trading activity:

NAME TITLE

CENTRAL REGISTRATION DEPOSITORY (CRI)) NUMBER EMAIL

D. Executive Representative

Please provide the name and CRD number of the NASDAQ Executive Representative, as
required pursuant to NASDAQ Rule 1150:

NAME TITLE

CENTRAL REGISTRATION DEPOSITORY (CRIDD) NUMBER EMAIL




Part 11
Registration Transfers

NASDAQ will effect an automatic registration, via CRD, of all Associated Persons
whose registrations with the firm under current NASD Rules are active in the following
registration categories:

e Series 6 (Limited Representative, Investment Company and Variable Contracts
Products)

Series 7 (General Securities Representative)

Series 9/10 (General Securities Sales Supervisor)

Series 11 (Assistant Representative Order Processing)

Series 17 (United Kingdom - Limited General Securities Registered
Representative)

Series 24 (General Securities Principal)

Series 26 (Limited Principal, Investment Company and Variable Contracts
Products)

Series 27 (Financial and Operations Principal)

Series 28 (Introducing Broker/Dealer Financial and Operations Principal)
Series 37/38 (Canada - Limited General Securities Registered Representative)
Series 55 (Equity Trader)

Series 62 (Corporate Securities Representative)




NASDAQ Membership Agreement

FIRM APPLICANT NAME CENTRAL REGISTRATION DEPOSITORY (CRD) NUMBER

In connection with this application for membership in The Nasdaq Stock Market LLC
(NASDAQ), and in the event that this application is approved for NASDAQ membership,
the Applicant hereby agrees to abide by the terms and conditions set forth below:

The Applicant undertakes to (1) engage only in those business activities permissible
pursuant to its membership agreement(s) with NASDAQ, the National Association of
Securities Dealers, Inc., the New York Stock Exchange, and any other Self-Regulatory
Organization of which the Applicant is a member; (2) obtain the prior approval of
NASDAQ pursuant to NASDAQ Rule 1017 before removing or modifying any
restrictions imposed on permissible business activities or before effecting any material
change in business operations; and (3) file a written notice and application with
NASDAQ at least 30 days prior to effecting a change in the ownership or control of the
Applicant pursuant to NASDAQ Rule 1017, in circumstances where required by the
Rule.

The Applicant also agrees:

A. To comply with the federal securities laws, the rules and regulations thereunder, the

NASDAQ rules and all rulings, orders, directions and decisions issued and sanctions
imposed under the NASDAQ rules;

B. To pay such dues, assessments and other charges in the manner and amount as from
time to time shall be fixed pursuant to the NASDAQ rules;

C. That this Agreement has been executed on behalf of, and with the authority of, the
above-named Applicant.

The Undersigned and Applicant represent that the information and statements contained
within the application and other information filed are current, true, and complete. The
undersigned and the Applicant further represent that to the extent that any information
submitted is not amended, such information is currently accurate and complete and agree
that the information contained in the Applicant’s Uniform Application for Broker-Dealer
Registration (Form BD) will be kept current and accurate by proper amending

of the Form BD as changes occur. Applicant further represents that the registrations for
waived-in Associated Persons registered with NASDAQ will be kept current by proper
amending of Form U4 & Form US.

This agreement becomes effective upon NASDAQ’s registration as a national securities
exchange with the Securities and Exchange Commission.




By:

PRINT NAME

TITLE

SIGNATURE DATE

© Copyright 2005, The Nasdaq Stock Market LLC. All rights reserved.




NASDAQ NTS Access Order Form

This NASDAQ NTS Access Order Form, and the provision of all Services ordered pursuant to
this NASDAQ NTS Access Order Form, shall be governed by the terms and conditions of the
NASDAQ Services Agreement ("Agreement”) executed by and between NASDAQ and the Firm
set forth below. The terms and conditions of the Agreement are incorporated herein by
reference.

Please fax this completed document to MASDAQ Subscriber Services 203.385.5879

o Please refer to the Pricing schedule at:
www.nasdaqtrader.com/trader/tradingservices/productservices/pricesheet/pricing.stm for fees.
» If you have any questions concerning the order form please contact Subscriber Services at 1.800.777.5606

Firm Name: CRD #:
If you are a new firm, please choose a 4-letter symbol, otherwise
enter your existing MPID MPID:

Type of Firm:
(Please check one) 0 ATS O Market Maker O Order Entry O Participant
0O Exchange O Service Bureau

Contact Name: Phone #:
Contact E-mail: Fax #:
Business Contact: Phone #:
E-mail:

Trader Contact: Phone #:
E-mail

Technical Contact Phone #:
E-mail:

Security Administrator Phone #:
E-maii:

Note: FIX and QIX requests require a minimum of one technical and one business contact.
Billing Address:

Street: Suite / Room #:

City / State / Zip:

Soft Dollar Arrangements (if icable):
This section may not be used for CTCI requests.

O Please check here if you have entered into a Soft Dollar arrangement. Soft Dollar
arrangements are permitted per site physical location.

Company you have entered into the arrangement with:

Address where bills s ] e sent:

. Street: Suite / Room #:

City / State / Zip:

NASDAQ NTS Access Order Form 9-13-05 (3)9-13-05




Production
' 1. Type of Order: (Please check one) O add O rRemove

2. Access Method: (Please check one) O QIX a NASDAQ FIX O sruT Fix O cTel
] New NASDAQ Workstation [ WebLink ACT (<20 Trades/day) [ WebLink ACES

O webLink ACT (>20 Trades/day with Risk Management) [ QIX Drop Copy [ FIX Drop Copy

O qix prop Quote [J NwII (REMOVE ONLY) O API (REMOVE ONLY)

3. Address where the connection(s) is / are or will be used (if different than billing address above):

Street:

Suite / Room #:

City / State / Zip:

4, Number of connections:

5. Connection information:

Please complete an entry for each user. Please provide the user’s name and e-mail for each additional connection
requested Or please provide the existing User ID / I112 for each connection to be removed.
If additional space is required, please add to the comments section below.

‘User Name /User ID 1112 E-mail

6. Order Details
If you chose either QIX or FIX as your connection option then fill out this section

a. If this is a sponsored relationship, please enter the name of the firm being sponsored.

b. These connections will be: (Please check one)
a going through an Extranet: Please identify Extranet company

O going through a Service Bureau: Please identify Service Bureau
O going through an existing NASDAQ/BRUT line

7. Session Disconnect / Log-out Order Cancellation
If you chose FIX as your connection option then fill out this section

Upon disconnect or log-out of any of our FIX sessions, orders for each disconnected or logged-out session
will be (Please check one): O cancelled O Not Cancelled

NASDAQ NTS Access Order Form 9-13-05 (3)9-13-05




NASDAQ Test Facility (NTF
' 1. Type of Order: (Please check one) O add ° O remove

2. Access Method: (Please check one) O QIX O NASDAQ FIX O BruT F1x O cTc1
O New NASDAQ Workstation
O nwir (REMOVE ONLY) O ap1 (REMOVE ONLY)

3. Number of connections:

4. Connection information:

Please complete an entry for each user. Please provide the user’s name and e-mail for each additional connection
requested or please provide the existing User ID / 1112 for each connection to be removed.
If additional space is required, please add to the comments section below.

User Name /User ID I112 E-mail

5. Order Details
If you chose either QIX or FIX as your connection option then fill out this section

a. If this is a sponsored relationship, please enter the name of the. firm being sponsored.

. b. These connections will be: (Please check one)
O going through an Extranet: Please identify Extranet company
O going through an existing NASDAQ/BRUT line
O going through a Service Bureau: Please identify Service Bureau
[J VPN (Internet): Please check if [ Windows [J Linux O Solaris
O crcrison
O vo0 Modem

Comments and / or Miscellaneous Requests:

Signature

A signature is required from an officer or a person registered with CRD unless otherwise specified by an
officer or CRD-registered person from your firm. If you would like to designate a specific individual, or
individuals, other than an officer or a person registered with CRD, please submit a written request
signed by an officer or a CRD-registered person so that we may maintain this request on file.

Signature: Position:

. Print Name: Date:

NASDAQ NTS Access Order Form 9-13-05 (3)9-13-05




Nasdaq Services Agreement

THIS AGREEMENT (“Agreement”), dated as of the date executed by The Nasdaq Stock Market, Inc.
(the “Effective Date™), is made by and between The Nasdaq Stock Market, Inc., a Delaware Corporation
whose principal offices are located at One Liberty Plaza, 165 Broadway, New York, NY 10006, and

(“Subscriber”), a corporation whose principal
offices are located at . The Nasdaq Stock Market,
Inc and its subsidiaries and affiliates are collectively referred to herein as “Nasdaq”. Nasdaq and
Subscriber are each individually a “Party” and collectively the “Parties”.

WHEREAS, Nasdaq has developed the Nasdaq System (“System”) which enables eligible individuals or
entities to receive the Service, as further defined in Section 1.A herein, relating to: (i) eligible securities or
other financial instruments, markets, products, vehicles, indicators, or devices; (ii) persons regulated by,
or to activities of, Nasdagq; (iii) information, data, and services offered by Nasdaq from other sources; or
(iv) other information and data from Nasdaq.

WHEREAS, Subscriber, representing that it is eligible to do so, is desirous of gaining access to the
Service:

NOW THEREFORE, in consideration of the premises and the mutual covenants and conditions herein
contained, the Parties, intending to be legally bound, agree as follows:

Section 1. Agreement to Provide Products and Services; Compliance with Nasdaq Requirements;
Subscriber Warranty.

A. Nasdaq agrees to provide to Subscriber, on the terms and conditions set forth herein, such
information, data, access, capabilities, execution services, functions, features, software, or
equipment that are related to the System (collectively, the “Service”; Service may also
include as applicable, the performance of the Service and any deliverables or items delivered
under this Agreement) as described in this Agreement or in the Nasdaq Requirements, as
hereinafter defined, which Subscriber requests and for which Subscriber is eligible under the
Nasdaq Requirements. The terms and conditions of this Agreement shall govern Nasdaq’s
provision of the Service, and each portion thereof, received by Subscriber whether pursuant
to an executed Nasdaq NTS Access Order Form, or otherwise. “Nasdaq Requirements”
shall mean: (i) the rules, regulations, interpretations, decisions, opinions, orders and other
requirements of the Securities and Exchange Commission (“SEC™); (ii) the rules and
regulations of Nasdaq; (iii) Nasdaq’s decisions, interpretations, operating procedures,
specifications, requirements, and other documentation (including, but not limited to, user
guides); (iv) all other applicable laws, statutes, rules, regulations, orders, decisions,
interpretations, opinions, and other requirements, whether promulgated by the United States
or any other applicable jurisdiction (including in the area of intellectual property); and (v) the
successors, as they may exist at the time, of the components of the Nasdaq Requirements.
Subscriber warrants that it is, will continue to be during the term of this Agreement, and will
only use the Service in compliance with this Agreement and the Nasdaq Requirements.

B. Nasdaq offers the Service through various pricing packages. Subscriber acknowledges that
the cost for the Service is subject to change. Nasdaq will provide Subscriber with pricing
information and prior notice of any pricing change on the Nasdaq Trader website located at
www.nasdaqtrader.com (“Nasdaq Trader”) or any other successor or designated website.
Subscriber agrees to monitor and comply with the current pricing information contained on




Nasdaq Trader. Nasdaq reserves the right to audit Subscriber’s transactions on a quarterly
basis for the purposes of establishing and verifying pricing eligibility. If, as a result of its
audit, Nasdaq determines that Subscriber is not eligible for its then current pricing package,
Nasdagq shall have the right to retroactively bill Subscriber for the appropriate pricing package
at the monthly rate that was in effect at the time the service was accessed and/or provided.
Nasdaq must receive at least thirty (30) business days’ prior written notice of all requests that
constitute a change in subscription packages where Subscriber is a firm or corporation, and at
least seven (7) business days’ prior written notice where Subscriber is an individual user.

Section 2. License to Use; Prohibition on Diverting Service Data.

A.

Nasdaq grants to Subscriber a non-exclusive, non-assignable, non-transferable license to
receive and use the Service during the term of this Agreement. Further, Nasdaq grants to
Subscriber a non-exclusive, non-assignable, non-transferable license to use the information
and data received during the term of this Agreement through the Service even after
termination or cancellation of this Agreement (unless this Agreement is terminated by
Nasdaq due to Subscriber’s breach of this Agreement), provided, however, that such use and
purpose is at all times consistent with the terms of this Agreement or with the then-current
Nasdaq Requirements. Subscriber acknowledges and agrees that Nasdaq has proprietary
rights in the information and data that originates on, derives from or relates to markets that
are regulated or operated by Nasdaq, in the information and data that relates to individuals
and entities that are regulated by Nasdaq, and in the information and data that relates to
activities that are regulated or operated by Nasdaq. Nasdaq has compilation or other rights in
the information and data gathered from other sources. Subscriber will attribute the
appropriate source of the information and data received through the Service as appropriate
under all the circumstances. Subscriber acknowledges and agrees that Nasdaq’s third party
information providers have exclusive proprietary rights in their respective information and
data.

Subscriber may not sell, lease, furnish or otherwise permit or provide access to the Service to
any other entity or to any individual that is not Subscriber’s agent, employee or associated
person under the Securities Exchange Act of 1934 (the “Act”), provided however, Subscriber
may provide access to the Service to third-party customers of Subscriber subject and pursuant
to the Nasdaq Requirements. Subscriber shall indemnify Nasdaq for all Claims and Losses
resulting from a third-party customer’s receipt or use of the Service. Except as provided
under the Nasdaq Requirements, Subscriber acknowledges and represents that the Authorized
Devices (defined in Section 3.A) will be located in areas where they may be accessible only
by Subscriber, its agents, employees and associated persons (for whom Subscriber agrees to
be responsible), and Subscriber agrees to take all reasonable security precautions to prevent
unauthorized individuals or entities from gaining access to the Service through Subscriber’s
Authorized Devices.

Subscriber may, on a non-continuous basis, furnish limited amounts of the information and
data received through the Service to individuals or entities in written advertisements,
correspondence, client reports, or other literature; or during voice telephonic conversations
not entailing computerized voice, automated information inquiry systems or similar
technologies. Subscriber may not present the information and data received through the
Service in any unfair, misleading, or discriminatory manner.

Nasdaq prohibits Subscriber from diverting data from the Service, or any Nasdaq website

2




associated with this Service, either internally or externally except as specifically authorized
by a Nasdaq Requirement. Nasdagq is not liable to Subscriber for any diverted, repackaged or
disseminated data from the Service. Nasdaq reserves the right to audit Subscriber’s usage of
data in adherence to the Nasdaq Requirements and limitations specified within this
Agreement on a quarterly basis for the purposes of establishing and verifying that Subscriber
has not diverted, repackaged or disseminated data from the Service. If| as a result of its audit,
Nasdaq determines that Subscriber has diverted, repackaged or disseminated data from the
Service, Nasdaq shall have the right to disable all unauthorized logons and retroactively bill
Subscriber for the appropriate amount that Subscriber should have paid.

As consideration for receiving authorization to use the Service and the benefits associated
therewith, Subscriber does hereby deliver, transfer, and convey to Nasdaq all right, title, and
interest, including, without limitation, all rights of copyright, in the information and data
entered into the Service and System, and acknowledges that Nasdag may use such
information and data for commercial purposes, including, without limitation, Nasdaq’s data
products and Nasdaq’s Market Intelligence Desk. The delivery of such information and data
into the Service and System shall be conclusively deemed to effect the transfer of all such
right, title, and interest to such information and data to Nasdaq without further action either
by Subscriber or Nasdaq. Subscriber shall not, by act or omission, diminish or impair in any
manner the acquisition, maintenance, and full enjoyment by Nasdagq, its licensees, transferees
and assignees, of the proprietary rights of Nasdaq in the information and data in the Service
and System. Notwithstanding the foregoing, nothing herein shall affect Subscriber’s
intellectual property rights in the information and data inputted by Subscriber outside of the
Service and System.

Section 3. Authorized Devices.

A.

Subscriber may access the System only through one or more systems, which meet the
specifications and requirements (including, but not limited to, interface and operational
requirements), set forth by Nasdaq (each an “Authorized Device”). Approved specifications
and requirements are available from Nasdaq upon request and may be modified from time to
time by Nasdaq in its sole discretion on at least thirty (30) days’ notice (ninety (90) days
notice if other than a routine change) unless: (i) a malfunction in the System or Service
necessitates modifications on an accelerated basis; (ii) an emergency situation precludes such
advance notice; or (iii) a shorter time period is required pursuant to an order of a court, an
arbitrator(s), or a regulatory agency.

Subscriber shall report to Nasdaq, as requested by Nasdaq, the information required to be
supplied by Subscriber in Nasdaq’s specifications and requirements. At reasonable times and
upon reasonable notice from Nasdaq, Subscriber will grant to Nasdaq or its representatives
free access to the Authorized Devices and, at any time, Subscriber will grant to Nasdaq or its
representatives free access to the areas where the Service is received and used. Such access
shall be for the purposes of: (i) inspection, audit, or testing; (ii) maintenance, repair, or
replacement of any Nasdag-provided equipment or of any Nasdaq provided software; or (iii)
maintenance of Authorized Devices pursuant to this Agreement and Nasdaq shall comply
with Subscriber’s reasonable security regulations.

When necessary, Nasdaq will grant to Subscriber a non-exclusive, non-assignable, non-
transferable license to use certain Nasdag-specialized software (“Software”) with the
Authorized Devices during the term of this Agreement.




D. Subscriber shall designate to Nasdaq in writing, a security contact person (“Security

Administrator”), or multiple or alternative Security Administrator(s). Nasdaq may request
at any time an explanation of such person’s scope of authority or a clarification of any
information about the Security Administrator(s), or object to the Security Administrator(s) for
any reason, including administrative burden on Nasdagq, or lack of clarity of the information
provided about each Security Administrator(s) authority.

Subscriber shall cause each Security Administrator to comply with the Nasdaq Requirements.
Each Security Administrator’s responsibilities shall include, without limitation: (i) providing
all notices to Nasdaq by faxing Nasdaq Subscriber Services at the fax number set forth in
Section 20 herein, or by sending an e¢-mail from a verifiable Subscriber e-mail account to
subscriberservices@nasdag.com and obtaining a Nasdaq generated receipt for the e-mail (all
e-mail receipts to be retained for a period of not less than six months); (ii) notifying Nasdaq
within one (1) business day when an authorized employee, agent or associated person of
Subscriber (a “User”) is assigned an Authorized Device that allows User to access the
Service, has the Authorized Device revoked, or is no longer eligible to receive the Service;
and (iii) providing only one unique Authorized Device per eligible User. Subscriber shall be
responsible, under regulation, contract, tort or otherwise, for all actions or omissions of a
Security Administrator (including those that were to have been performed by a Security
Administrator, had one been named or available at the time).

Subscriber shall cause each User to comply with the responsibilities set forth in detail in the
Nasdaq Requirements, but include, without limitation, the following requirements: (i)
Authorized Devices are personal to the User and may not be shared, lent, sold, transferred, or
used by others; (ii) User will change passwords, where applicable, and perform other actions
that are necessary to prevent compromise of the Authorized Device and to keep the
Authorized Device operating correctly (the actions, such as criteria for choosing and
changing passwords, will be specified in the Nasdaq Requirements and User agrees to abide
by such requirements); (iii) User is liable, under regulation, contract, tort or otherwise, for all
actions taken or omitted and all information submitted by User or on User’s behalf from or to
the Service or submitted by authorized or unauthorized persons who obtain access to the
Service through User, including any actions performed, or information submitted or retrieved,
using the designated Authorized Device; and (iv) User will not access any portion of the
Service or any portion of the Service that utilizes Authorized Devices after User is no longer
eligible for access because of a change in the User’s role or responsibility, the User’s
employer, or otherwise does not meet the then current requirements of the Service, or any
portion of the Service. The Subscriber shall be responsible, under regulation, contract, tort or
otherwise, for all actions or omissions of a User or any other person, authorized or not, who
gains access to the Service or a portion of the Service that uses a Authorized Device assigned
to a User of Subscriber (including those that were to have been performed by the User, had
one been named or available at the time).

. Subscriber shall not reverse engineer, decode, decompile, attempt to tamper with or evade, or

discover the method of operations or defeat any Authorized Device. If applicable law
authorizes Subscriber to perform certain types of reverse engineering or the like and declares
unenforceable contractual restrictions that conflict with that law, then Subscriber may
perform only such reverse engineering or the like as is expressly allowed by, and in strict
compliance with, such law.




Section 4. Changes to Service. Subscriber acknowledges and agrees that nothing in this Agreement
constitutes an undertaking by Nasdagq to continue: (a) the Service, the System, or any aspect of either, in
the present form or configuration or under the current specifications or requirements or with the current
Authorized Devices; or (b) use of the existing communications facilities. Nasdagq, in its sole discretion,
may from time to time make additions to, deletions from or modifications to the: (a) Service, the System,
or any aspect of either; (b) specifications and requirements; and (c) communications facilities. Nasdaq
shall provide sufficient notice to Subscriber of any change to the Service (other than for a non-material
change), unless a malfunction in the System or Service necessitates modifications on an accelerated basis
or an emergency situation precludes such advance notice or a shorter time period is required pursuant to
an order of a court, arbitrator or a regulatory agency. Subscriber’s receipt or use of the Service after any
change shall constitute Subscriber’s acceptance of the Service, as changed.

Section 5. Payment; Taxes.

A. Subscriber agrees to pay to Nasdaq or Nasdaq’s designee the then effective charges as set
forth in the Nasdaq Requirements or as provided to Subscriber by Nasdaq, including all
applicable deposits, and charges for installation, de-installation, equipment, communications,
facilities, interest and late fees and/or penalties (including, but not limited to, charges
incurred after termination, cancellation, or recision). In addition, if Subscriber is required by
applicable law to deduct or withhold any such tax, charge or assessment from the amounts
due Nasdaq, then such amounts due shall be increased so that the net amount actually
received by Nasdaq after the deduction or withholding of any such tax, charge or assessment,
will equal one hundred percent (100%) of the charges that are owed. Further, Subscriber
shall pay any taxes, charges or assessments (other than taxes imposed on the net income of
Nasdaq) by any foreign or domestic national, state, provincial or local government bodies, or
subdivisions thereof, and any penalties or interest relating to the provision of the Service to
Subscriber.

B. Notwithstanding the foregoing, Subscriber shall not be responsible for the penalty or interest
that is imposed on Nasdaq as a result of Nasdaq’s failure to pay any taxes, charges or
assessments in a timely manner, unless Nasdaq’s failure was as a result of a good faith
disagreement with the taxing authority as to the tax, charge or assessment.

C. Payment for the Service, monthly subscription fees and other charges, are due thirty (30)
calendar days from the date of Nasdaq’s invoice. Payment shall be made in immediately
available United States funds by a check drawn against a chartered United States financial
institution or any other institution acceptable to Nasdaq or by electronic funds transfer to an
institution of Nasdaq’s choosing. All delinquent accounts shall accrue interest at the rate of
one percent (1%) per month, or the highest rate permitted by law, whichever is lower.

Section 6. Term and Termination. The original term of this Agreement shall commence on the
Effective Date and, unless this Agreement is otherwise terminated, the term shall continue until a Party
elects to terminate this Agreement by providing the other Party with at least thirty (30) days’ prior written
notice of its intention to terminate.

Notwithstanding the foregoing, this Agreement may also be terminated by:
A. Either Party in the event of a breach of an obligation, upon not less than fifteen (15) days’

prior written notice to the breaching Party, unless, if the breach is capable of being cured, the
breach is cured within the notice period;



B. Nasdaq, immediately, in the event that the Subscriber becomes insolvent; or the Subscriber
makes an assignment for the benefit of creditors; or the Subscriber does not pay its debts as
they become due or admits, in writing, its inability to pay its debts when due; or the
Subscriber files or has filed against it any petition under any provision of the Bankruptcy Act
or an application for a receiver, trustee, or custodian is made by anyone or Subscriber
becomes the subject of any proceedings of bankruptcy, insolvency, reorganization,
dissolution, receivership, liquidation or arrangement, adjustment, or composition with
creditors;

C. Nasdaq, immediately, in the event that the Subscriber is not permitted to receive or Nasdaq is
prevented from disseminating the Service, or any part thereof; or any representation, warranty
or certification made by Subscriber in this Agreement or in any other document furnished by
Subscriber is, as of the time made or furnished, false or misleading; or that Nasdagq, in its sole
discretion, determines that any failure on the part of the Subscriber to comply with this
Agreement has or is likely to have an adverse impact on the operation or performance of the
System or Service or on the market;

D. Nasdaq, upon not less than fifteen (15) days’ prior written notice, in the event that any
representation, warranty or certificatior. made by Subscriber in this Agreement or in any other
document furnished by Subscriber becomes untrue or inaccurate and is not made true or
accurate within the notice period; or

E. Nasdaq, upon not less than thirty (30) days’ prior written notice, should it determine that it
will cease providing the same class of Service to all other eligible individuals or entities that
were receiving the same class of Service as Subscriber. Upon termination of this Agreement,
Subscriber shall cease any and all use of the Service. Subscriber acknowledges and agrees
that the exercise by Nasdaq of the remedies set forth herein for failure of Subsecriber to pay all
charges, taxes, or assessments related to its receipt of the Service shall not be deemed or
considered to be, and, to the extent permitted by applicable law, Subscriber waives any right
to represent or assert that any such exercise constitutes, an act or omission or any improper
denial or limitation of access to any service or facility operated by Nasdaq as contemplated in
Section 11A of the Act or any other provision of such Act, or any rule or regulation adopted
thereunder. The right of termination set forth herein is in addition to any other remedy at law
or in equity that is available to one Party with respect to a breach by the other.

F. Nasdaq, immediately, in the event that the Subscriber has violated or is about to violate any
applicable law, rule or regulation in connection with its use of the System.

Section 7. Integrity of Service. Subscriber agrees not to format, display, or alter the information or data
received through and from the Service in violation of the Nasdaq Requirements; to affect materially the
integrity of the information or data received through and from the Service; or to render the information or
data received through the Service inaccurate, unfair, uninformative, fictitious, misleading, or
discriminatory. Subscriber warrants that it will not interfere with or adversely affect any Nasdaq-
provided equipment or software, or any of the component parts or processes of the Service or the System,
or any use thereof by any other authorized indivicluals or entities or the operation of the Service or the
System.




Section 8.

A.

Section 9.

A,

Requirements of Self-Regulatory Qrganization; Securities Processor; Actions To Be
Taken In Fulfillment of Statutory Obligations.

Subscriber acknowledges: (i) that the National Association of Securities Dealers, Inc.
(“NASD”) is registered with the SEC as a national securities association pursuant to Section
15A of the Act; (ii) that the NASD and Nasdaq have a statutory obligation to protect
investors and the public interest, and to ensure that quotation information supplied to
investors and the public is fair and informative, and not discriminatory, fictitious or
misleading; (iii) that Nasdaq may in the future be registered with the SEC as a national
securities exchange pursuant to Section 6 of the Act (“Exchange Registration™); (iv) that
Section 19(g)(1) of the Act mandates that NASD and Nasdaq comply with the Nasdaq
Requirements and that in the event of Exchange Registration, Nasdaq will have jurisdiction
over members of the exchange operated by Nasdaq to enforce compliance with the Nasdaq
Requirements; (v) that NASD has jurisdiction over its members to enforce compliance with
the Nasdaq Requirements; and (vi) that Nasdaq is registered with the SEC as a registered
securities information processor pursuant to Section 11A of the Act and is obligated to offer
terms that are not unreasonably discriminatory between Subscribers, subject to applicable
Nasdaq Requirements.

Subscriber agrees that Nasdaq, when required to do so in fulfillment of its statutory
obligations, may -- temporarily or permanently -- unilaterally condition, modify or terminate
the right of any or all individuals or entities to receive or use the Service. Nasdaqg shall
undertake reasonable efforts to notify Subscriber of any such condition, modification or
termination, and Subscriber shall promptly comply with any such notice within such period
of time as may be determined in good faith by Nasdaq to be necessary, consistent with its
statutory obligations. Any individual cr entity that receives such a notice shall have available
to it such procedural protections as are provided to it by the Act and the applicable rules
thereunder.

Security: Confidentiality.

Subscriber shall comply with all reasonable security specifications or requirements of Nasdaq
in order to prevent the Authorized Devices and Service from being improperly used or
accessed or the information and data from being improperly taken from any of Subscriber’s
place(s) of business. Nasdaq shall give Subscriber prior notice of any such specifications or
requirements. For the purpose of determining compliance with this Agreement, at reasonable
times and upon reasonable notice, Nasdaq and its representatives shall have access to the
places where the Service is received and used, where the Authorized Devices are placed, and
the right to observe the use made of the Service and the Authorized Devices, and to examine
and inspect all instruments and apparatus, including Authorized Devices, used in connection
therewith, subject to Subscriber’s reasonable security regulations.

Nasdaq shall keep confidential the information related to the Service provided by Subscriber
pursuant to this Agreement, as well as any findings arising from any Nasdaq audit of
Subscriber’s transactions that may be conducted on a regular basis for the purposes of
establishing and verifying Subscriber’s eligibility.

Nasdaq and Subscriber each acknowledge that, in the course of performance of this

Agreement, each may obtain the other Party’s confidential data, information or techniques.
(Such confidential data, information or techniques along with information related to the
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Authorized Devices and the Subscriber information identified in Section 9.A above shall
collectively be referred to herein as “Confidential Information™). All such Confidential
Information shall be deemed confidential upon disclosure to the other Party and any related
oral information received from Nasdaq shall be deemed confidential upon disclosure to the
Subscriber. Each Party shall use the Confidential Information of the other Party solely for
use consistent with the purposes of this Agreement; shall hold such Confidential Information
in confidence; and shall not use, disclose, copy, or publish any such Confidential Information
without the prior written approval of the other Party.

. Notwithstanding the foregoing, Nasdaq or Subscriber may disclose Confidential Information:
(i) to the extent requested by a court, the NASD or a government agency with regulatory
jurisdiction over Nasdaq or Subscriber; (ii) to their respective employees, directors, and other
agents solely for use consistent with the purposes of this Agreement; or (iii) in the case of
Nasdaq, in the course of fulfilling its regulatory responsibilities, including responsibilities
over members and associated persons under the Act. The duties in this section do not apply
to data, information or techniques that are: (i) lawfully within a Party’s possession prior to the
date of this Agreement and not under a duty of non-disclosure; (ii) voluntarily disclosed to a
Party by a third-party so long as the receiving Party does not know that the third-party has
breached any obligation not to reveal such data, information or techniques; (iit) developed by
a Party independently of the disclosure; or (iv) generally known or revealed to the public.
Further, nothing shall prevent Nasdaq from freely disclosing the audit findings to the extent
that (i) the findings are used in the aggregate with other information and such aggregation
does not specifically identify Subscriber; and (ii) Nasdaq needs to disclose the findings in
order to enforce its rights under this Agreement. The obligation of non-disclosure shall
survive for a period of three years from the date of disclosure to the receiving Party.

. Neither Party shall make copies of Confidential Information except for those copies required
for use by authorized employees, agents, partners or associated persons. Each copy,
including its storage media, shall be marked CONFIDENTIAL, and include all notices, which
appear on the original. Each Party agrees that all Confidential Information, including copies
thereof, shall be returned to the other Party or destroyed within ten (10) days of the date of
termination of this Agreement. Notes and other documents referencing or relating to
Confidential Information may be made and kept by a receiving Party, but shall be governed
by this Agreement until they are destroyed. All intellectual property rights associated with
the Confidential Information, including without limitation, patent, trademark, copyright and
trade secrets, and moral rights shall remain the disclosing Party’s intellectual property rights.

Each Party acknowledges that the other Party, because of the nature of the Confidential
Information, would suffer irreparable harm in the event of a material breach of the provisions
of this section of this Agreement in that monetary damages would be inadequate to
compensate the Party for such a breach, and that in the event of any material breach or
threatened material breach by of the provisions of this section, the disclosing Party shall be
entitled, in addition to such other legal or equitable remedies which might be available, to
injunctive relief in any court of competent jurisdiction against the threatened material breach
or continuation of any such material treach without showing or proving any actual damages
sustained. If the disclosing Party prevails in any action brought to enjoin a material breach or
threatened breach of this provision, it shall be entitled to reasonable attorneys’ fees and costs
in connection with such legal proceeding.




. Section 10.

(a)

B)

Section 11.

(A)

Nasdaq Warranties; Disclaimers of Warranties.

NASDAQ WILL ENDEAVOR TO OFFER THE SERVICE AS PROMPTLY AND AS
ACCURATELY AS IS REASONABLY PRACTICABLE. IN THE EVENT THAT
THE SERVICE IS NOT AVAILABLE AS A RESULT OF A FAILURE BY NASDAQ
TO PERFORM ITS OBLIGATIONS UNDER THIS AGREEMENT, NASDAQ WILL
ENDEAVOR, GIVING DUE REGARD FOR THE COST, TIME, AND EFFECT ON
OTHER USERS, TO CORRECT ANY SUCH FAILURE. IN THE EVENT THAT
THE SERVICE IS NOT AVAILABLE, IS DELAYED, IS INTERRUPTED, IS
INCOMPLETE, IS NOT ACCURATE OR IS OTHERWISE MATERIALLY
AFFECTED FOR A CONTINUOUS PERIOD OF FOUR (4) HOURS OR MORE
DURING THE TIME THAT NASDAQ REGULARLY TRANSMITS THE SERVICE
DUE TO THE FAULT OF NASDAQ (EXCEPT FOR A REASON PERMITTED IN
THIS AGREEMENT), SUBSCRIBER’S OR ANY OTHER INDIVIDUAL’S OR
ENTITY’S EXCLUSIVE REMEDY AGAINST NASDAQ SHALL BE, AT NASDAQ’S
OPTION IN NASDAQ’S SOLE DISCRETION, EITHER A PRORATED MONTH’S
CREDIT OR A PRORATED MONTH’S REFUND OF ANY MONIES DUE TO
NASDAQ FROM SUBSCRIBER FOR THE SERVICE FOR THE PERIOD AT ISSUE.
SUCH CREDIT OR REFUND SHALL BE REQUESTED BY WRITTEN NOTICE TO
NASDAQ WITH ALL PERTINENT DETAILS INCLUDED. THERE ARE NO
OTHER WARRANTIES OF ANY KIND, EXPRESS, IMPLIED OR STATUTORY
(INCLUDING, WITHOUT LIMITATION, TIMELINESS, TRUTHFULNESS,

SEQUENCE, COMPLETENESS, ACCURACY, FREEDOM FROM

INTERRUPTION, NONINFRINGEMENT, ANY IMPLIED WARRANTIES ARISING
FROM TRADE USAGE, COURSE OF DEALING, OR COURSE OF
PERFORMANCE, OR THE IMPLIED WARRANTIES OF MERCHANTABILITY
OR FITNESS FOR A PURPOSE), BEYOND THE WARRANTIES STATED IN THIS
SECTION,

SUBSCRIBER ACKNOWLEDGES THAT NASDAQ MAY PROVIDE SUBSCRIBER
ACCESS TO CERTAIN THIRD PARTY SOFTWARE TO ASSIST SUBSCRIBER IN
RECEIVING THE SERVICE OR ANY DATA. SUCH THIRD PARTY SOFTWARE
IS PROVIDED “AS IS” WITHOUT WARRANTY OF ANY KIND. SUBSCRIBER
AGREES THAT NASDAQ SHALL NOT BE LIABLE FOR ANY ERRORS OR
DEFECTS IN ANY THIRD PARTY SOFTWARE (INCLUDING INFRINGEMENT
BY THE SOFTWARE OF ANY THIRD PARTY’S INTELLECTUAL PROPERTY
RIGHTS). SUBSCRIBER’S SOLE REMEDY AGAINST NASDAQ FOR ANY
ERRORS OR DEFECTS IN ANY THIRD PARTY SOFTWARE (INCLUDING ANY
INFRINGEMENT OF A THIRD PARTY’S INTELLECTUAL PROPERTY RIGHTS)
SHALL BE TO CEASE USING SUCH SOFTWARE AND/OR RETURN THE
SOFTWARE TO NASDAQ.

Limitation of Liability.

EXCEPT AS MAY OTHERWISE BE SET FORTH HEREIN AND EXCEPT FOR
ITS INDEMNIFICATION OBLIGATIONS, NASDAQ SHALL NOT BE LIABLE
TO SUBSCRIBER OR TO ANY OTHER INDIVIDUAL OR ENTITY FOR
TRADING LOSSES, LOSS OF ANTICIPATED PROFITS, LOSS BY REASON
OF SHUTDOWN IN OPERATION OR FOR INCREASED EXPENSES OF
OPERATION, OR FOR INDIRECT, SPECIAL, PUNITIVE, CONSEQUENTIAL,
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OR INCIDENTAL LOSS OR DAMAGE OF ANY NATURE ARISING FROM
ANY CAUSE WHATSOEVER, EVEN IF NASDAQ HAS BEEN ADVISED OF
THE POSSIBILITY OF SUCH DAMAGES.

B) NASDAQ SHALL NOT BE LIABLE TO SUBSCRIBER OR TO ANY OTHER
INDIVIDUAL OR ENTITY FOR ANY UNAVAILABILITY, INTERRUPTION,
DELAY, INCOMPLETENESS, OR INACCURACY OF THE SERVICE THAT
LASTS LESS THAN FOUR (4) CONTINUOUS HOURS DURING THE TIME
THAT NASDAQ REGULARLY TRANSMITS THE SERVICE OR IF THE
SERVICE IS MATERIALLY AFFECTED FOR LESS THAN FOUR (4)
CONTINUOUS HOURS DURING THE TIME THAT NASDAQ REGULARLY
TRANSMITS THE SERVICE. EXCEPT WHERE NASDAQ IS INDEMNIFYING
THE SUBSCRIBER AS SET FORTH HEREIN, IF NASDAQ IS FOR ANY
REASON HELD LIABLE TO SUBSCRIBER, OR TO ANY OTHER
INDIVIDUAL OR ENTITY, WHETHER IN TORT OR IN CONTRACT, THE
LIABILITY OF NASDAQ WITHIN A SINGLE YEAR OF THE AGREEMENT
(FROM THE EFFECTIVE DATE OF THE AGREEMENT) IS LIMITED TO THE
GREATER OF: (1) AT NASDAQ’S OPTION, IN NASDAQ’S SOLE
DISCRETION, EITHER A PRORATED MONTH’S CREDIT OR A PRORATED
MONTH’S REFUND OF ANY MONIES DUE TO NASDAQ FROM
SUBSCRIBER FOR THE SERVICE FOR THE PERIOD AT ISSUE; OR (2)
$500.00. THIS SUBSECTION SHALL NOT RELIEVE NASDAQ FROM
LIABILITY FOR DAMAGES THAT RESULT FROM ITS OWN WILLFUL
TORTIOUS MISCONDUCT, OR FROM PERSONAL INJURY OR WRONGFUL
DEATH CLAIMS.

© SUBSCRIBER AND NASDAQ UNDERSTAND AND AGREE THAT THE
PRICING FOR THE SERVICE REASONABLY REFLECTS THE ALLOCATION
OF RISK AND LIMITATION OF LIABILITY SET FORTH IN THIS SECTION,

D) NASDAQ SHALL NOT BE LIABLE TO SUBSCRIBER OR TO ANY OTHER
INDIVIDUAL OR ENTITY FOR THE UNAVAILABILITY, INTERRUPTION,
DELAY, INCOMPLETENESS OR INACCURACY OF INFORMATION FROM
NASDAQ’S THIRD PARTY INFORMATION AND SOFTWARE PROVIDERS.

Section 12. Indemnification.

A. Subscriber shall be liable to, indemnify against, and hold Nasdaq, its employees, directors,
and other agents harmless from, any and all Claims or Losses (as those terms are defined in
subsection (G) herein) imposed on, incurred by or asserted Nasdaq, its employees, directors,
and other agents to the extent that the Claims and Losses result from acts or omissions of the
Subscriber, its employees, directors, agents or associated persons, or from the receipt or use
of the Service (including representations about the Service) by Subscriber, its employees,
directors, agents or associated persons, unless the Claims or Losses are directly attributable to
Nasdagq, its employees, directors, or other agents’ gross negligence or willful misconduct.
Subscriber’s obligation to defend and indemnify under this subsection shall be conditioned on
the following: (i) Nasdaq shall promptly notify Subscriber in writing of the claim, action or
allegation (but, in any event, in a time: frame that does not prejudice the rights of Subscriber
or Nasdaq); (ii) Nasdaq shall cooperate fully with Subscriber in the defense thereof and
Subscriber shall be liable to Nasdaq for Nasdaq’s reasonable expenses (excluding
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reimbursement for the time value of Nasdaq’s employees, directors, and other agents in
providing such cooperation); and (iii) Subscriber shall have sole control of the defense and all
related settlement negotiations, but, upon Nasdaq’s request, shall apprise Nasdaq of the status
of any proceedings or negotiations. Nasdaq’s duty of cooperation in litigation shall not be
deemed to be a waiver of Nasdaq’s attorney-client, attorney work product, or other legal
privilege.

. Subject to Section 12.D., below, Nasdaq shall defend Subscriber, its employees, directors,
agents, and associated persons from any and all Claims and Losses imposed on, incurred by
or asserted against Subscriber, its employees, directors, agents and associated persons as a
result of any alleged infringement or misappropriation by the System or the Service of any
third parties’ U.S. intellectual property rights. Nasdaq shall indemnify and hold Subscriber,
its employees, directors, agents, and associated persons harmless from any and all such
Claims and Losses imposed on, incurred by or asserted against Subscriber, its employees,
directors, agents and associated persons up to the amount paid by Subscriber for the Service.
Nasdaq’s obligation to defend and indemnify under this subsection shall be conditioned on
the following: (i) Subscriber shall promptly notify Nasdaq in writing of the claim, action or
allegation (but, in any event, in a time frame that does not prejudice the rights of Subscriber
or Nasdaq); (ii) Subscriber shall cooperate fully with Nasdaq in the defense thereof and
Nasdaq shall be liable to Subscriber for Subscriber’s reasonable expenses (excluding
reimbursement for the time value of Subscriber’s employees, directors, agents and associated
persons in providing such cooperation); and (iii) Nasdaq shall have sole control of the
defense and all related settlement negotiations, but upon Subscriber’s request, shall apprise
Subscriber of the status of any proceedings or negotiations. Subscriber’s duty of cooperation
in litigation shall not be deemed to be a waiver of Subscriber’s attorney-client, attorney work
product, or other legal privilege.

. For any and all Claims and Losses imposed on, incurred by or asserted against Subscriber, its
employees, directors, agents, and associated persons as a result of any alleged infringement or
misappropriation by the System or the Service of any third parties’ intellectual property rights
other than U.S. intellectual property rights, Subscriber shall notify Nasdaq in writing of the
claim, action or allegation at least fifteen (15) business days before a responsive action is
needed, so as not to prejudice the rights of Subscriber or Nasdaq, but, in any event, said
notification to Nasdaq shall not be given later than fifteen (15) business days after Subscriber
receives notification of any alleged nor-U.S. infringement or misappropriation

. Notwithstanding anything to the contrary in this Agreement, Nasdaq shall NOT have the
obligation to defend, indemnify and hold Subscriber, its employees, directors, agents or
associated persons harmless for any and all Claims and Losses imposed on, incurred by or
asserted against Subscriber, its employees, directors, other agents and affiliates as a result of
any allegation of infringement or misappropriation if the System and/or Service has not been
used in accordance with this Agreement or to the extent it is based on use of a superseded
version of the System and/or Service if such infringement or misappropriation would have
been avoided by use of the current version of the System and/or Service or if the infringement
or misappropriation claim, action, or allegation is the result of the combination, operation, or
use of the System and/or Service with hardware, software or materials not furnished by
Nasdagq if such infringement or misappropriation would have been avoided by the use of the
System and/or Service without such hardware, software or materials.

. In the event of a claim, action or allegation of infringement or misappropriation or if, in
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Nasdaqg’s opinion, such a claim, action or allegation is likely to occur or if the use of the
System and/or Service is enjoined because of infringement or misappropriation, Nasdaq may,
at its sole option and expense, procure for Subscriber the right to continue using the System
and/or Service, replace or modify the System and/or Service to be non-infringing, or require
the return of the Licensed Programs.

F. This Section 12 sets forth the entire liability and the exclusive remedy of Nasdaq and
Subscriber, their employees, directors, agents, and associated persons for the infringement or
use of the System or Service.

G. Unless otherwise stated herein, “Claims or Losses” means any and all liabilities, obligations,
losses, damages, penalties, claims, actions, suits, judgments, and reasonable costs and
expenses of whatever nature, whether incurred by or issued against an indemnified Party,
including, without limitation: (i) indirect, special, punitive, consequential, or incidental loss
or damage (including, but not limited to, trading losses, loss of anticipated profits, loss by
reason of shutdown in operation or increased expenses of operation, or other indirect loss or
damage); and (ii) reasonable administrative costs, litigation costs, and auditors’ and
attorneys’ fees, both in-house and outside counsel, and related disbursements.

Section 13. No Government Rights. This Agreernent neither grants, nor is intended to grant, directly or
through Subscriber, any governmental entity or agency any rights in technical data (including, but not
limited to, software) as set forth in FAR Subpart 27.4 and its successors thereof. Any such rights of a
governmental entity or agency in technical data (including, but not limited to, software) shall be
determined by a separate written agreement with Nasdaq.

Section 14. Corporate Names; Proprietary Rights. Subscriber and Nasdaq each acknowledge and
agree that the Nasdaq and Subscriber each have proprietary rights in their respective trade names,
trademarks, servicemarks, logos, copyrights and patents, registered or unregistered, and Subscriber and
Nasdaq each agree they shall not use the other Party’s trade names, trademarks, servicemarks, logos,
copyrights or patents, registered or unregistered, in any way that would infringe upon the rights of the
other Party. Further, this Agreement shall not grant either Party the right to use the other Party’s trade
names, trademarks, servicemarks, logos, copyrights or patents, registered or unregistered, in any
marketing, promotional or other materials without the prior review and written consent of the other Party.

Section 15. Force Majeure. Notwithstanding any other term or provision of this Agreement, neither
Nasdaq (including, for purposes of this Section, its third party information and software providers) nor
Subscriber shall be obligated to perform or observe its obligations undertaken in this Agreement (except
for obligations to make payments hereunder and regulatory obligations) if prevented or hindered from
doing so by any circumstances found to be beyond its control.

Section 16. Subsequent Parties; Limited Relationship. This Agreement shall inure to the benefit of
and shall be binding upon the Parties hereto and their respective permitted successors or assigns. Neither
Party shall assign this Agreement (including by operation of law) without the prior written consent of the
other Party, such consent not to be unreasonably withheld. Notwithstanding the foregoing, Nasdaq may,
assign this Agreement, or any part of it, to any affiliated corporation, limited liability company or other
entity without the consent of the other Party. Nothing in this Agreement, express or implied, is intended
to or shall: (a) confer on any individual or entity other than the Parties hereto, or their respective
permitted successors or assigns, any rights to remedies under or by reason of this Agreement; (b)
constitute the Parties hereto partners or participants in a joint venture; or (c) appoint one Party the agent
of the other.
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Section 17. Entire Agreement. This “Agreement” consists of this Nasdaq Services Agreement
(“NSA”) together with any attachments, addenda, cover sheets, amendments, and materials referenced
herein (collectively, the “Attachments”), including, but not limited to, the Nasdaq Requirements, as any
of these items may be added to, deleted from, or amended from time to time. This Agreement constitutes
the entire agreement between the Parties with respect to the subject matter hereof, and supersedes all prior
negotiations, communications, writings, and understandings. In the event of any conflict between the
provisions of the NSA, the Attachments, or the Nasdaq Requirements, the order of preference shall be the
Nasdaq Requirements, the Attachments, and the NSA. All personal pronouns used in this Agreement,
whether used in the masculine, feminine or neuter gender, shall include all other genders, if and where
applicable. The use of the singular in this Agreement shall include the plural, and vice versa. Section
headings are included for convenience only and are not to be used to construe or interpret this Agreement.
All references contained herein to sections or subsections shall refer to the sections or subsections of this
Agreement, unless specific reference is made to the sections or subsections of another document.

Section 18. Arbitration.

A. Except as may be provided in the Nasdaq Requirements, all claims, disputes, controversies,
and other matters in question between the Parties to this Agreement and the Parties’
employees, directors, agents and associated persons arising out of, or relating to this
Agreement, or to the breach hereof, shall be settled by final binding arbitration in accordance
with this Agreement and the following procedure or such other procedures as may be
mutually agreed upon by the Parties.

B. Except as otherwise provided herein or by agreement of the Parties, any arbitration
proceeding shall be conducted in accordance with the Commercial Arbitration Rules of the
American Arbitration Association or in accordance with such other rules and procedures as
are agreed to by the Parties. The number of arbitrators to preside over an arbitration shall be
as follows: (a) where the amount being sought is $25,000.00 or less, one (1) arbitrator shall
preside; (b) where the amount being sought is more than $25,000.00, but less than
$500,000.00 or where no amount is scught, three (3) arbitrators shall preside; and (c¢) where
the amount being sought is more than $500,000.00, five (5) arbitrators shall preside.

C. The arbitrators shall render a written award, if any, for each claim. The Parties agree that the
arbitration proceedings and any aspect thereof, including, but not limited to, the contents of
any awards, shall be considered Confidential Information.

D. The arbitration proceeding shall be held in the City of New York, unless otherwise agreed by
the Parties. The decision rendered through arbitration shall be final and binding upon the
Parties hereto and judgment may be entered in accordance with applicable law in any court
having jurisdiction thereof.

E. Any challenge to an arbitration decision or proceeding (other than entry or enforcement of an
arbitration award/judgment) shall be brought solely in the federal or local court(s) of and for
the State of New York.

F. The foregoing procedures shall not preclude either Party from: (i) petitioning a regulatory
body regarding a matter in question over which the regulatory body has administrative
jurisdiction; or (ii) pursuing injunctions before any administrative or judicial forum provided
that all monetary and other relief is submitted for arbitration.
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G. The Parties shall not submit claims for punitive damages, and do hereby waive any right to
the same and the arbitrators shall not be authorized to award punitive damages.

H. A Party’s demand for arbitration, which shall be effective upon receipt, shall not be made
after the date when institution of legal or equitable proceedings based upon such claim,
dispute, controversy or other matter in question would be barred by the applicable statute of
limitations or laches. In no event shall such claim, dispute, controversy or other matter in
question be made later than one year after the claim, dispute, controversy or other matter in
question has arisen (unless the claim, dispute, controversy or other matter in question is
related to the collection of past due payments).

Section 19. Waiver of Claims. Except as may be set forth in the Nasdaq Requirements, their Parties and
the Parties’ employees, directors, agents and associated persons expressly waive any claims, disputes,
controversies, and other matters not brought within the period set forth herein.

Section 20. Notice. All notices, invoices, and other communications required to be given under this
Agreement shall be either: (i) posted on Nasdaq Trader; or (ii) given in writing under this Agreement and
shall be sent to the Subscriber’s headquarters and addressed to the Subscriber’s Chief Executive Officer
or President, and if to Nasdaq, shall be sent to Nasdaq Subscriber Services, 80 Merritt Boulevard,
Trumbull, CT 06611 and addressed to the attention of the Agreements Administrator. Notice shall be
deemed to have been duly given upon actual receipt by the Parties, or upon constructive receipt if sent by
certified mail, return receipt requested (as of the date of signature or of first refusal of the return receipt),
or by any other delivery method which obtains a signed delivery receipt.

With, in the event of notices of dispute or default, a required copy to:

The Nasdaq Stock Market, Inc.
Office of the General Counsel
Attn: Contracts Group

9600 Blackwell Road
Rockville, MD 20850

Section 21. Governing Law. This Agreement shall be deemed to have been made in the United States,
State of New York, and shall be construed and enforced in accordance with, and the validity and
performance hereof shall be governed by, the laws of the State of New York, without reference to
principles of conflicts of laws thereof. For all matters not subject to the arbitration provisions set forth in
Section 18 above, Subscriber hereby consents to submit to the jurisdiction of the courts in and of the State
of New York in connection with any action or proceeding instituted relating to this Agreement, and all
proceedings shall be conducted in New York City.

Section 22. Authorization. This Agreement shall not be binding upon Nasdaq unless executed by an
officer of Nasdaq. Subscriber, Nasdaq, and the individuals executing this Agreement for the respective
Parties represent that such individuals are duly authorized by all necessary and appropriate corporate or
other action to execute this Agreement on behalf of Nasdaq or Subscriber.

Section 23. Amendment Waiver; Severability.

A. Nasdaq may alter any term or condition of this Agreement on sixty (60) days’ notice to
Subscriber, and any use by Subscriber of the Service after the expiration of the sixty (60) day
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notice period shall be deemed acceptance by Subscriber of the new term or condition.

B. No failure on the part of Nasdaq or Subscriber to exercise, no delay in exercising, and no
course of dealing with respect to any right, power, or privilege under this Agreement shall
operate as a waiver thereof nor shall any single or partial exercise of any such right, power, or
privilege preclude any other or further exercise thereof or the exercise of any other right,
power, or privilege under this Agreement.

C. If any of the provisions of this Agreement, or application thereof to any individual, entity or
circumstance, shall to any extent be held invalid or unenforceable, the remainder of this
Agreement, or the application of such terms or provisions to individuals, entities, or
circumstances other than those as to which they are held invalid or unenforceable, shall not
be affected thereby and each such term and provision of this Agreement shall be valid and
enforceable to the fullest extent permitted by law.

Section 24. Survival Of Provisions. The terms of this Agreement also apply to those obligations that do
not implicitly survive any cancellation, termination, or rescission — namely obligations of the Security;
Confidentiality; Corporate Names; and Property Rights sections.

IN WITNESS WHEREOF, Nasdaq and Subscriber have caused this Agreement to be executed by
their respective duly authorized officers. If the requested service includes any of Nasdaq’s web
products, then at least one Security Administrator (as identified in Section 3.D of this Agreement)
must be noted below. Pursuant to Section 6 of this Agreement, the effective date of this Agreement
shall be the date Nasdaq signs this Agreement.

(“Subscriber”) The Nasdaq Stock Market, Inc. (“Nasdaq”)

By: By:
Name: Name;
Title: Title:
Authorized Officer Authorized Officer
Date: Date:

CRD number (if applicable):

Subscriber’s Primary Security Administrator:

Subscriber’s Alternate SecurityAdministrator:

Name: Name:
Title: Title:
Address: Address:
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Tel No:

Fax No:

Email:

Tel No:

Fax No:

Email:
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L Introduction and Background

The Nasdaq Market Center is a fully integrated order display and execution
system for all Nasdaq National Market securities, Nasdaq SmallCap Market securities,
and securities listed on other markets. The Nasdaq Market Center is a voluntary, open-
access system that accommodates diverse business models and trading preferences. In
contrast to traditional floor-based auction markets, Nasdaq has no single specialist
through which transactions pass, but rather uses technology to aggregate and display
liquidity and make it available for execution.

The Nasdaq Market Center allows market participants to enter unlimited quotes
and orders at multiple price levels. Quotes and orders of all Nasdaq Market Center
participants are integrated and displayed via data feeds to market participants and other
Nasdaq data subscribers. Nasdaq Market Center participants are able to access the
aggregated trading interest of all other Nasdaq Market Center participants in accordance
with an order execution algorithm that adheres to the principle of price-time priority.'

1L Nasdaq Market Participants

The Nasdaq Market Center accommodates a variety of market participants.
Market makers are securities dealers that buy and sell securities at prices displayed in
Nasdagq for their own account (principal trades) and for customer accounts (agency
trades). Market makers actively compete for investor orders by displaying quotations
representing their buy and sell interest — plus customer limit orders — in securities quoted
in the Nasdaq Market Center. By standing ready to buy and sell shares of a company’s
stock, market makers provide to Nasdag-listed companies and other companies quoted in
the Nasdaq Market Center a valuable service. The result of their combined quotation
activity helps meet investor demand and creates an environment of immediate and
continuous trading. Currently, more than 260 market-making firms provide capital
support for Nasdag-listed stocks and more than 60 firms make markets in other stocks
that trade on Nasdaq. Market makers are required to display continuous two-sided
quotations in all stocks in which they choose to make a market. Trading interest from
market makers may be displayed either as quotations attributable to the market maker
through one or more market participant identifiers (“MPID”) or through the anonymous
SIZE MPID.

Order entry firms route orders to the Nasdaq Market Center for execution against
displayed orders and quotations, and for display under the anonymous SIZE MPID.
Order entry firms may not display trading interest under an attributable MPID.
Electronic communications networks (“ECNs”) participate in Nasdaq by displaying
orders routed to them by subscribers, thereby making such orders available for execution

Exceptions to the principle of price-time priority associated with directed order
functionality were recently eliminated from the Nasdaq Market Center, and
exceptions associated with preferenced order functionality will be eliminated at or
prior to the effective date of exchange registration.




either through Nasdagq or through the ECN’s own execution systems. ECN orders can be
displayed under attributable MPIDs or through the anonymous SIZE MPID, but ECNS,
unlike market makers, do not have an obligation to maintain continuous two-sided
quotations since all ECNs trade on an agency basis only. Like order entry firms, ECNs
may also enter orders into the Nasdaq Market Center for execution again displayed
quotations.

National securities exchanges trading Nasdaq-listed stocks pursuant to grants of
unlisted trading privileges (“UTP Exchanges”) may also choose to participate directly in
Nasdaqg. UTP Exchanges have the ability to enter orders, to display trading interest on an
attributable basis, and to display agency interest on a non-attributable basis through the
SIZE MPID. In turn, UTP Exchanges are required to accept automatic execution of
orders directed to their quotes by Nasdaq.

111 System Access

Market participants gain access to the Nasdaq Market Center via direct or indirect
electronic linkages utilizing a variety of telecommunications protocols. The Nasdaq
Information Exchange, or QIX, protocol, is a proprietary Nasdaq protocol that supports
the entry, cancellation, and updating of quotations and orders, order delivery and
execution, and message transmittal for all securities traded through the Nasdaq Market
Center.” The Financial Information Exchange, or FIX, protocol, is a telecommunications
protocol widely used in the financial services industry, and is used by Nasdaq market
participants for order entry, modification, and cancellation and message transmittal for all
securities traded through the Nasdaq Market Center. Market participants using QIX or
FIX establish connectivity to Nasdaq through third party connectivity providers,
including a range of extranets and service bureaus. Finally, market participants may
connect to Nasdaq using the Computer-to-Computer Interface (“CTCI”) protocol, which
utilizes a two-way communications link over point-to-point circuits. CTCI is used by
Nasdaq market participants for order entry, modification, and cancellation and message
transmittal for all securities traded through the Nasdaq Market Center.

In addition to selecting a telecommunications protocol and establishing
connectivity, market participants must also utilize “front-end” software at their premises
to serve as the interface between individual traders and the market. Although Nasdaq
currently offers, and will continue to offer, a “front-end” software product for market
access,’ Nasdaq makes all of its communications protocols publicly available to allow

QIX replaces the Application Programming Interface (“API”) protocol, a Nasdaq
proprietary protocol that supported (i) the Nasdaq Workstation II (the “NWII”), a
proprietary “front-end” product used for market access, and (ii) front-end
workstations developed by market participants and service bureaus using that
protocol. The API and the NWII are scheduled to be eliminated in the near term.

As noted above, the NWII will be phased out in the near term. It is being
replaced with a new product known simply as the new Nasdag Workstation.




market participants and services bureaus to develop their own front-end software. Thus,
a market participant is provided with choice at all stages of market access to ensure
maximum accessibility. The market participant can use Nasdaq front-end software or
software provided by a service bureau, or can develop its own software, and can then
connect terminals running the software to Nasdaq through a variety of connectivity
methods, using a variety of telecommunications protocols.

Market participants must also execute a subscriber agreement and be a participant
in, or have an access arrangement with a participant in, an SEC-registered clearing
agency. In addition, the subscriber must also agree to comply with all applicable rules
and accept all trades identified by the Nasdaq Market Center as being effected by the
participant.

IV.  Nasdaq Market Center Quote and Order Display

Nasdaq offers market participants a variety of options for viewing quotes and
orders in the Nasdaq Market Center. Using Nasdaq Level 1 Service, market participants
receive the best bid and offer of Nasdaq and each other market center trading Nasdaq
stocks, as well as last sale data. Through the Nasdaq Quotation Dissemination Service
(“NQDS”), market participants receive the best bid and offer displayed under each
Nasdaq MPID. Via the TotalView data feed, participants can view all displayed trading
interest available in the Nasdaq Market Center (i.e., the full depth of the Nasdaq book).

V. Entry and Processing of Quotes/Orders

Market participants may submit multiple quotes and orders at multiple price
levels, which Nasdaq manages and displays, consistent with the parameters of each quote
or order. Nasdaq time-stamps each order or quote upon receipt. The time stamp
determines the ranking for execution purposes. Each order and quote increment receives
a separate time stamp to ensure that quoting participants will not lose time priority for
updating their displayed trading interest to show greater size. Once a market participant’s
displayed size is diminished to zero, it no longer retains time priority, even though it may
have a feature that automatically refreshes its displayed size.

Market orders and marketable limit orders are directed to displayed quotes/orders
for execution. Quotes and non-marketable limit orders are displayed and made available
for execution by incoming orders. Upon entry of a market order or marketable limit
order, the Nasdaq Market Center identifies the next market participant in queue to receive
an order. If that participant accepts automatic executions, the system will automatically
execute against that participant and send it an execution report. Immediately upon
execution, the system generates an execution report. If the market participant is an ECN
that has elected to participate in the Nasdaq Market Center as an order delivery
participant, the system will deliver orders rather than executions.




VI.  Order Types and Time-in-Force Designations

Upon exchange registration, all orders in the Nasdaq Market Center will be forms
of non-directed orders. A non-directed order does not identify a specific party to which
the order should be delivered or against which the order should be executed, but rather is
executed or delivered in accordance with price/time priority. An order may be of a size
up to 999,999 shares and must indicate whether it is a buy, sell, sell short, or sell short
exempt. The following order types and time-in-force designations are available in the
Nasdaq Market Center during regular trading hours:*

e Market orders are un-priced orders to buy or sell at the market’s current best
price.

e Limit orders are orders to buy or sell at a specified price or better.

e Auto-Ex orders, which are available only for Nasdag-listed securities, execute
solely against the quotes/orders of Nasdaq Market Center Participants that
participate in the automatic execution functionality of the Nasdaq Market
Center and that do not charge a separate quote-access fee. Auto-Ex orders are
cancelled before they trade through the quote or order of a Nasdaq Market
Center participant that is not eligible to receive them or if they would lock or
cross such a quote or order.

¢ Fill or Return orders, which are available only for non-Nasdaq listed
securities, are executable only to the extent that they can be executed by
Nasdaq Market Center Participants without routing the order to an exchange
through the Intermarket Trading System (an “ITS Exchange”) and without
trading through the quotations of ITS Exchanges.

e Pegged orders, which are available only for Nasdag-listed securities, have
prices that are automatically adjusted in response to changes in the Nasdaq
Market Center inside bid or offer, as appropriate.

e Discretionary orders have both a displayed bid or offer price and a non-
displayed discretionary price range in which the market participant is also
willing to buy or sell, if necessary.

» Summary orders are rejected if they are marketable when received by the
Nasdaq Market Center.

¢ Sweep orders, which are available only for use by market makers in non-
Nasdagq listed securities, are delivered to or executed by Nasdaq Market
Center Participants at multiple price levels and may trade through the
quotations of ITS Exchanges.

As described below, additional order types are used during the market open and
market close.




VIL

Orders with an Immediate or Cancel (“IOC”) designation are canceled and
returned to the entering participant if they become non-marketable after they
are entered into the Nasdaq Market-Center.

Orders with a Day designation remain available for potential display and/or
execution until market close (4:00 p.m. Eastern Time).

Orders with a Good-till-Cancelled” (“GTC”) designation remain available for
potential display and/or execution until cancelled by the entering party, or
unti] 1 year after entry, whichever comes first.

Orders with an End-of-Day designation, which are available only for Nasdag-
listed stocks, remain available for potential execution and/or display until
market close (4:00 p.m. Eastern Time), and thereafter for potential execution
until 6:30 p.m. Eastern Time.

Orders with a Total Day designation in non-Nasdaq listed stocks remain
available for potential display between 7:30 a.m. and 6:30 p.m. and for
potential execution between market open and 6:30 p.m. Orders with a Total
Day designation in Nasdag-listed securities remain available for potential
display and execution between $:25 a.m. and 4:00 p.m., but are rejected if
entered prior to 9:25 a.m.

Orders with a Total Good-till-Cancelled designation remain available for
potential display between 7:30 a.m. and 6:30 p.m. and for potential execution
between market open and 6:30 p.m., until cancelled by the entering party, or
until 1 year after entry, whichever comes first.

Orders with a Total Immediate or Cancel designation function like Immediate
or Cancel orders but may be entered between 9:25 a.m. and 4:00 p.m. in the
case of Nasdag-listed stocks and between 9:30 a.m. and 6:30 p.m. in the case
of non-Nasdagq listed stocks.

Order and Quote Features

Anonymity

Non-attributable orders receive pre-trade anonymity, in that all non-attributable

interest at a particular price level is aggregated and displayed under the SIZE MPID. In
addition, with the full anonymity feature, participants can work orders anonymously from
order display through execution and clearing. When an order designated for full
anonymity is executed, the MPIDs of the contra parties are not identified on the
execution and trade reports. Instead, the SIZE MPID will be reflected as the contra party.
Nasdaq does not disclose the identity of the contra parties unless the liquidity-providing
firm is an ECN that charges an access fee, or if an MPID inadvertently executes against




itself.’ In the case of an ECN, the ECN needs to know the contra party to properly assess
the fee, and the accessing firm needs to know the contra party for billing reconciliation.
Hence, the trade will not be anonymous: the true contra MPIDs will be identified on the
delivery message, execution report, trade report, and clearing contract. Similarly, if an
MPID executes against itself, the MPID will be revealed on both sides so that firms are
aware of this occurrence. Firms that execute against their multiple MPIDs can download
a file from nasdaqtrader.com at the end of each trading day to see the executions in which
they crossed with their own multiple MPIDs. Contra party identities are also unmasked if
necessary to fulfill regulatory obligations, such as prospectus delivery requirements.

B. Reserve Size for Quotes and Orders

Nasdaq market participants may indicate that a quote/order has reserve size.
Reserve size replenishes displayed size to at least one round lot (100 shares), or a pre-
established larger amount in round lots, once displayed size is decremented to less than
one round lot. Reserve size, along with displayed size, is accessible through Nasdaq’s
trading platform, but is not displayed.

C. Order Execution Algorithm

The Nasdaq Market Center is programmed in accordance with a price/time
priority algorithm. Under the algorithm, orders are executed as follows: 1) displayed
quotes/order of market makers, ECNs, and non-attributable orders of UTP Exchanges, in
time priority between such interest at a particular price; 2) reserve size of market makers,
ECNs and UTPs with non-attributable interest in time priority between such interest at
such price; and 3) attributable interest of UTP Exchanges in time priority between such
interest at such price.

D. Internalization and Anti Interalization

The Nasdaq Market Center does not automatically prevent a market participant’s
order from executing against its own quote/order. At or prior to exchange registration,
however, the system will eliminate a feature that allowed market participants to jump the
price/time priority queue by “preferencing” their own MPIDs. Moreover, market
participants that wish to avoid inadvertent internalization through the system can use the
Anti-Internalization Qualifier (AIQ) options upon order entry. The AIQ options might be
used if a market participant is prohibited from trading as principal with a particular order,
such as orders from certain investment advisory accounts.

As discussed below, an order from a market participant can execute against its
own quote/order if that quote/order is next in line to receive an execution under
the principle of price/time priority. A market participant wishing to avoid this
possibility can set an “Anti-Internalization Qualifier” on its quotes/orders.




E. Quote Decrementation

If an execution is delivered to a quoting market participant that accepts automatic
executions, the system automatically decrements the participant’s display quote/SIZE
quote in the montage and the aggregate quote size by the size of the execution. If the
participant’s displayed size is decremented to less than a round lot and the market
participant has reserve size, the displayed size will be replenished from reserve.

For quoting market participants that accept delivery, Nasdaq automatically
decrements the participant’s display quote/SIZE quote in the montage and the aggregate
quote by the size of the delivered order. Nasdaq will continue delivering orders to such
participant, up to its displayed and reserve size, regardless of whether it has processed the
previous orders, until all size is exhausted.

If the delivery participant declines or partially fills the order or fails to respond
within 30 seconds, Nasdaq sends the order (or the remaining portion thereof) back into
the system for immediate delivery to (or execution against) the next available participant.
If an ECN, whether it accepts automatic execution or delivery, has its attributable interest
reduced to less than one round lot without an update or without transmission of another
attributable quote/order to Nasdaq, Nasdaq will “zero out” the display quote on the
exhausted side. If both sides are reduced to zero without an update or transmission of
another attributable quote/order, the ECN is be placed into an excused withdrawal state
and restored once the ECN transmits to Nasdaq a revised attributable entry. While the
ECN is in an excused withdrawal state, the system will still access the ECN’s non-
attributable orders. ‘

F. Quote Refresh

To assist with the requirement of maintaining a two-sided, attributable quote,
market participants are able to use the Automatic Quote Refresh (AQR) functionality.
When a market participant’s principal attributable quote is exhausted to less than one
round lot, the system refreshes the market maker’s price and size by an increment and to
a size amount designated by the participant.

[f a market participant is utilizing AQR but has an attributable entry in the system
that is priced at or better than the quote/order that would be created by the AQR, Nasdaq
displays the better-priced attributable quote/order, not the AQR-produced quote/order. If
a market participant is not utilizing AQR and has given Nasdaq multiple attributable
quotes/orders, Nasdaq displays the participant’s next best-priced attributable entry when
its attributable quote/order is decremented to less then one round lot.

If all of a market participant’s attributable interest is reduced to less than one
round lot and the participant is not using AQR, Nasdaq will zero out only the exhausted
side of the market for thirty seconds. During this period, the participant can update its
quote/order by transmitting a revised attributable quote/order to Nasdaq. If, after thirty
seconds, the market participant does not update its quote or voluntarily withdraw from




the market, the Nasdaq Market Center will refresh its quote to the designated tick (price
interval) away from the worst-displayed price in the montage. If there are no market
participants with a current quote in the montage, the price will be set to at least one tick
inferior from the last valid inside, or to at least one tick inferior from the market
participant’s last displayed price prior to time out processing, whichever is less. [f the
new quote would result in a locked-or-crossed market situation, the system will open the
quote at least one tick inferior to the contra side of the market so that a locked-or-crossed
condition would not exist.

VIII. Avoidance of Locked or Crossed Markets

If a quoting market participant enters a quote that would lock or cross the market,
it will receive a system warning. In order to complete the quote/order entry, the
participant is required to override the system warning. If the market participant overrides
the warning, the Nasdaq Market Center does not display the order as part of a display
quote, but instead the order will be treated as a marketable limit order and entered into
the Nasdaq Market Center as an for execution in time priority. Locking/crossing orders
automatically execute against the quote they are locking/crossing. A warning message is
not provided.

For locked market situations, orders are routed to the quoting market
participant(s) next in queue that would be locked, and are executed (or delivered for
execution) at the price of the locking quote/order. For crossed market situations, the
crossing order is routed to the next quoting market participant(s) in queue and is executed
(or.delivered for execution) at the price of the displayed quote/order that would have been
crossed.

Once the lock or cross is cleared, if the quoting market participant’s order is not
completely filled, the Nasdaq Market Center will reformat the order and display it as part
of a displayed quote on behalf of the entering participants. If the market moves and the
order is no longer locking or crossing, the system will either return the order or include it
as part of a displayed quote.

IX.  Nasdaq Opening Process

Nasdaq recently introduced a new market open process and modifications to its
pre-opening trading environment for all Nasdag-listed stocks. Nasdaq adapted the Total
Day order (“X Order”) and the Total Immediate or Cancel order (“10X”), which were
already in use for non-Nasdaq exchange-listed securities, for use in the Nasdag-listed pre-
open environment. X Orders, which can be entered beginning at 7:30 a.m., are available
for execution beginning at 9:25 and contimuing until the end of the trading day. If not
executed by that time, X Orders are cancelled automatically from the system and returned
to the entering party. An IOX Order must be priced and if after entry into the Nasdaq
Market Center it becomes non-marketable, the unexecuted portion will be canceled and
returned to the entering party. 10X Orders are available for entry and execution between
9:25 a.m. and 4:00 p.m.




The Nasdaq Market Center uses the following process to “wake up” market
participant quotes and X and IOX Orders. All quotes and limit price X Orders wake up at
9:25:00. Any order or quote whose limit price does not lock or cross the book is added to
the book in strict time priority. Orders or quotes whose limit price would lock or cross
the book are placed in an “In Queue” state, also in time priority. Once the wake-up
process has been completed, within seconds after 9:25, the Nasdaq Market Center begins
executing quotes and X Orders that were held In Queue in strict time priority regardless
of quote or order type. In Queue quotes and orders that are not executable are added to
the book. All quotes and X or IOX Orders entered while the system is waking up and
sorting to clear locks and crosses are suspended. Once this process is complete, the
system resumes processing the input queue of quotes, X and IOX Orders as needed to
maintain an unlocked market.

All Nasdag-listed stocks are eligible to participate in the Nasdaq Opening Cross.
There are three components of the Nasdaq Opening Cross: (1) On Open and Imbalance
Only order types; (2) the dissemination of an order imbalance indicator via a Nasdaq
proprietary data feed; and (3) opening cross processing in the Nasdaq Market Center at
9:30 that will execute the maximum number of shares at a single, representative price that
will be the Nasdaq Official Opening Price. Each component is described in detail below.

The new opening cross begins with market participants entering On Open and
Opening Imbalance Only order types in the Nasdaq Market Center. On Open Orders are
not displayed in the quotation montage or disseminated via any Nasdaq data feeds. On
Open orders execute only at the price determined by the opening Nasdaq cross.

On Open orders can be un-priced and entered as Market on Open (“MOO”)
orders, or priced and entered as Limit on Open (“LOO”) orders. MOO orders can be
entered, cancelled, and corrected anytime between 7:30 a.m., when the system opens,
until 9:28:00 a.m. when Nasdaq begins disseminating the opening order imbalance
indicator. LOO orders can be entered from 7:30:00 until 9:29:59. LOO orders are
subject to price improvement if the buy (sell) order is greater than (less than) the opening
price. A LOO order at the opening price will not be filled if there are insufficient shares
available on the opposite side of the marke to fill the LOO order.

To reduce price volatility in the Opening Cross, LOO orders submitted after
9:28:00 a.m. are treated differently than those submitted before 9:28:00. LOO orders
entered prior to 9:28:00 may have any limit price and may be cancelled anytime prior to
9:28:00 a.m. Late LOO Orders may only be submitted within a specified price range
based on the last calculated Nasdaq Order Imbalance Indicator. Late LOO Orders
submitted outside the prescribed price range will be rejected. If there is a sell imbalance,
Late LOO Orders to sell must be priced no lower than the “near clearing price”
(described below) or they will be rejected. Late LOO Orders to buy must be priced no
higher than the “inside match price” (also described below) or they will be rejected. If
there is a buy imbalance, Late LOO Orders to buy must be priced no higher than the near
clearing price and Late LOO Orders to sell must be priced no lower than the inside match




price or they will be rejected. Finally, if there is no imbalance, Late LOO Orders to buy
must be priced no higher than the inside match price and Late LOO Orders to sell must
be priced no lower than the inside match price or they will be rejected. Late LOO orders
cannot be cancelled at any time for any reason, although their price can be improved or
their share size increased.

Opening Imbalance Only (“OI10”) orders must be priced as limit orders and are
not displayed or disseminated. These orders provide supplemental liquidity and execute
only on the opening cross against any imbalance. OIO orders that are priced more
aggressively than the Nasdag Market Center inside ask (bid) before the open will be re-
priced to the ask (bid) both for the purposes of the imbalance dissemination message and
for executing on the opening cross. In this regard, they allow market participants to add
liquidity to the market and help to ensure the execution of MOO and marketable LOO
orders. OlO orders can be entered beginning at 7:30 a.m. until immediately before the
market open. Imbalance orders can be improved after the cancellation threshold and if
improved will receive a new timestamp.

In addition to MOO, LOQO, and OIO orders, the Opening Cross includes: (1)
market participant quotations, both displayed and reserve size; (2) orders that are entered
with a time-in-force of Day, GTC or IOC prior to 9:28:00 (collectively “Early Regular
Hours Orders”™), which fully participate in the Opening Cross; (3) Day, GTC, and 10C
orders that are entered after 9:28:00 (collectively “Late Regular Hours Orders”), which
participate in the Opening Cross only to the extent that there is available liquidity on the
other side at the Crossing Price; and (4) X and IOX orders. Additionally, after 9:28, all
requests to cancel and cancel/replace Early Regular Hours Orders or Late Regular Hour
Orders are suspended. If those orders are not executed during the Opening Cross, the
requests for cancellation will be processed.

At 9:25 a.m. Nasdaq begins disseminating an opening order imbalance indicator
on Nasdaq proprietary data feeds. Although the Opening Cross occurs at 9:30, the order
imbalance indicator is disseminated to give participants insight into the state of the book
and the opening cross if it were to take place at that time. The opening imbalance
information includes several pieces of information regarding the cross: (1) the number of
shares represented by MOO, LOO, OIO and Early Regular Hours orders that are paired at
or within the current the Nasdaq Market Center inside; (2) the MOO, LOO, and Early
Regular Hours orders imbalance at the current Nasdaq best bid or offer, depending on the
direction of the imbalance; (3) the buy/sell direction of that imbalance at the current
inside price; (4) an indicative clearing price range at which the Nasdaq Opening Cross
would occur if the Nasdaq Opening Cross ‘were to occur at that time; and (5) the percent
by which that indicative price varies from the Nasdaq inside match price. The indicative
clearing price range is bounded on the far side by the price at which all MOO, LOO,
OIO, and Early Regular Hours orders would cross with only each other. It is bounded on
the near side by the price at which the MOO, LOO, OIO Early Regular Hours orders,
Extended Hours Orders and Quotes would clear. Where no clearing price exists, Nasdaq
disseminates an indicator for “market buy” or “market sell.”
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In the Nasdaq Opening Cross, Nasdaq’s matching engine algorithmically
evaluates all eligible prices at which an Opening Cross can occur and identifies the price
or prices at which the maximum shares would be executed. If more than one price would
result in the same number of shares being executed, the matching engine evaluates those
prices only and determine which price would minimize the imbalance of on open orders.
If more than one price still qualifies, the matching engine identifies the single price that
would minimize the distance from a crossing price to the previous Nasdaq official closing
price.

If the Nasdaq Opening Cross price is selected and fewer than all quotes and orders
that are available for automatic execution in the Nasdaq Market Center would be
executed, the system will execute quotes and orders in the following priority:

e  MOO and Early Regular Hours market orders, with time as the secondary
priority;

e LOO orders, Early Regular Hours limit orders, OIO orders, X limit orders,
displayed quotes and reserve interest priced more aggressively than the Nasdaq
Opening Cross price with time as the secondary priority;

e LOO orders, OIO orders, displayed interest of Early Regular Hours and X limit
orders, displayed interest of limit orders, and displayed interest of quotes at the
Nasdag Opening Cross price with time as the secondary priority;

o Reserve interest of quotes and Early Regular Hours and X limit orders at the
Nasdaq Opening Cross price with time as the secondary priority; and

e Late Regular Hours orders in strict time priority.

Unexecuted MOO, LOO, and OIO orders are canceled.

The Opening Cross occurs at 9:30. All orders that are executable are executed at
the Nasdaq Opening Cross price, reported to Nasdaq’s trade reporting system with SIZE
as the contra party on both sides of the trade, and then transmitted to the consolidated
tape. The Nasdaq Opening Cross price and the associated paired volume are then
disseminated via data feeds. While the Opening Cross occurs, all entry of quotes and
orders is suspended. When the Opening Cross concludes, normal trading commences.

Not all Nasdaq securities participate in the Nasdaq Opening Cross. For those that
do not, Nasdaq has developed an improved procedure to ensure that all stocks open with
an unlocked inside market. The process “wakes up” orders that are eligible for execution
beginning at 9:30, and processes them in an orderly fashion to prevent the creation of
locks and crosses.

The process has several steps each of which occur in strict time priority. First,
limit orders that have a time-in-force of Day or GTC wake-up. Of those, orders whose
limit price does not lock or cross the book will be added to the book. Orders whose limit
price does lock or cross the book will be placed in an “In Queue” state in strict time
priority. Second, reverse Pegged orders wake up. If the price created by the reverse
Pegged order does not lock or cross the book, the order is placed on the book. If the price
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created by the reverse Pegged order would lock or cross the book, the order is placed in
“In Queue” status. Third, regular Pegged orders wake up in strict time priority. The In
Queue orders also include market and IOC orders in strict time priority. At this point, all
eligible orders that would not lock or cross the market will be on the Nasdaq Market
Center book and all other eligible orders will be In Queue.

After the wake-up process has been completed, the system will process the “In
Queue” orders, including market orders, in strict time priority order regardless of order
type. 10C orders that are not executable will be canceled as is currently done. Orders
with a time in force of DAY and GTC that are not executable will be added to the book in
strict time priority. Once this process is complete, the system will resume processing the
input queue as normal.

X. Closing Cross

There are three components of the Nasdaqg Closing Cross: (1) On Close and
Imbalance Only order types; (2) the dissemination of an order imbalance indicator via a
Nasdagq proprietary data feed; and (3) closing cross processing in the Nasdaq Market
Center at 4:00:00 that will execute the maximum number of shares at a single,
representative price that will be the Nasdaq Official Closing Price. Each component is
described in detail below.

The closing process begins with market participants entering On-Close and
Imbalance Only order types in the Nasdaq Market Center. On-Close orders can be un-
priced and entered as market-on-close (“MOC”), or priced and entered as limit-on-close
(“LOC”). On-Close orders can be entered, cancelled, and corrected between 9:30:01 a.m.
EST and 3:50:00 p.m. but they are not displayed in the Nasdaq Order Display Facility or
disseminated via any data feed. On-Close orders, both MOC and LOC, execute only at
the price determined by the closing Nasdaq cross. Thus, LOC orders will be subject to
price improvement if the buy (sell) order is greater than (less than) the closing price.

Imbalance Only orders (“I0”) supplement the liquidity provided by On Close
orders and will execute only within the closing cross against any imbalance in liquidity.
Imbalance Only order types must be priced limit orders. Like On Close orders, 10 orders
are not displayed in the Nasdaq Order Display Facility or disseminated via any data feed.
IO orders can be entered until 3:59:59, but they cannot be cancelled or modified after
3:50:00 except to increase the number of shares or to increase (decrease) the buy (seil)
limit price. 10 sell orders only execute at or above the 4:00:00 Nasdaq inside offer, and
10 buy orders will only execute at or below the 4:00:00 Nasdaq inside bid. On Close and
10 orders constitute the “Nasdaq Closing Orders” which, as described below, serve as the
basis for the Closing Cross Order Imbalance Indicator.

At 3:50:00, Nasdaq begins the closing auction calculation and disseminates an
order imbalance indicator on Nasdaq’s proprietary data feed. Imbalance Information
includes several pieces of information regarding the closing cross: (1) the number of
shares represented by MOC, LOC, and IO orders that are paired at the current Nasdaq
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inside; (2) the MOC and LOC imbalance at the current Nasdaq best bid or offer,
depending on the direction of the imbalance; (3) the buy/sell direction of that imbalance,
and the current inside price; (4) an indicative clearing price range at which the Nasdaq
Closing Cross would occur if the Nasdaq Closing Cross were to occur at that time and (5)
the percent by which that indicative price varies from the Nasdaq inside price. The
indicative clearing price range is bounded on the far side by the price at which the MOC,
LOC, and 10 orders would clear with only each other. It is bounded on the near side by
the price at which the Nasdaq Closing Orders and continuous orders (excluding volume
that is available only by order delivery) would clear. Where no clearing price exists,
Nasdaq disseminates the phrase “market buy” or “market sell.”

The Nasdaq Closing Cross begins at 4:00:00 and, thus, does not affect Nasdaq
Market Center processing that occurs during normal market hours. The Nasdaq Closing
Cross concludes at approximately 4:00:05 at which time the closing executions are
reported to the consolidated tape for Nasdaq securities.

If the Nasdaq Closing Cross price is selected and fewer than all Nasdaq Closing
Orders and all continuous orders that are available for automatic execution in the Nasdaq
Market Center would be executed, the system executes orders in the following priority:

e  MOC orders, with time as the secondary priority;

¢ LOC orders, limit orders, IO orders, displayed quotes and reserve interest that
are priced more aggressively than the Nasdaq Closing Cross price;

e LOC orders, displayed interest of limit orders, and displayed interest of quotes
at the Nasdaq Closing Cross price with time as the secondary priority;

e Reserve interest and 10 orders at the Nasdaq Closing Cross price with time as
the secondary priority.

All orders that are executable will be executed at the Nasdaq Closing Cross price and
reported to the consolidated tape with SIZE as the contra party. The Nasdaq Closing

Cross price and the associated paired volume will then be disseminated as the Nasdaq
Official Closing Price.

XI.  Routing

The Nasdaq Market Center offers an optional routing feature that routes orders in
Nasdag-listed securities to other markets when those markets are displaying quotes at
prices that are superior to those displayed in Nasdaq and are accessible through the
router. Nasdaq Market Center participants may choose on an order-by-order basis
whether they want an order routed outside the Nasdaq Market Center. Routed orders are
executed pursuant to the rules and regulations of the destination market. Orders in stocks
subject to the Intermarket Trading System (“ITS”) plan may be routed to the New York
Stock Exchange, the American Stock Exchange, and regional exchanges through the ITS
linkage in accordance with rules governing use of that linkage, or through direct linkages
established through Nasdaq’s Brut facility, as described below.
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Nasdaq accesses the quotes of exchanges through its broker-dealer subsidiary,
Brut, which may not be a member of all exchanges. Routing done by Brut for the Nasdaq
Market Center is conducted separately from routing the Brut Facility performs for its
subscribers. Nasdaq will route orders to exchanges in which Brut is not a member, to the
extent Brut has access to the market participants displaying quotes in these other markets.
For example, one national securities exchange’s quotes can be accessed indirectly by
routing orders to the ECN that is the predominant, if not sole, market participant
displaying quotes on that exchange. In addition, Nasdaq also may route orders to market
centers that display their quotes through the NASD’s Alternative Display Facility and
market centers that do not display their quotes through exchanges or the ADF.

The processing of an order marked for routing differs depending on whether there
are quotes on other markets at prices superior to those displayed on Nasdaq and whether
such quotes are accessible by Nasdag. For each order flagged for routing, the Nasdaq
Market Center determines whether Nasdaq is at the best price vis-a-vis other markets that
are accessible through Nasdaq’s router. If Nasdaq is displaying the best prices, the order
will be executed in full or up to the maximum amount of shares available in Nasdaq at
the price levels that are superior to the prices at these other markets. Nasdaq would then
route any unfilled portion of the order to accessible markets that are displaying quotes
superior to Nasdaq’s updated quotes. If more than one market is at a price level that is
superior to Nasdaq’s displayed price, the computer algorithm of the Nasdaq Market
Center router will determine the market, or markets, to which the order will be sent,
based on several factors including the number of shares being displayed, response time,
likelihood of undisplayed trading interest, and the cost of accessing the market.

If other markets accessible through the router have prices superior to those on
Nasdaq when an order is next in line to be processed, the order will by-pass the Nasdaq
Market Center execution algorithm and will be routed to a market or markets displaying
the superior priced quotes.® If an order (or a portion of the order) remains unfilled after
being routed, it will be returned to Nasdaq where, if the order is marketable, it will be
returned to the Non-Directed Order processing queue, where it can be executed in
Nasdagq, or routed again, if Nasdaq is not at the best price when the order is next in line in
the processing queue.” Once a routed limit order is no longer marketable, whether it
becomes non-marketable upon return to Nasdag or while in the execution queue, it will
placed on the Nasdaq Market Center book, if consistent with the order’s time in force

When a member submits a market order to the Nasdaq Market Center and has
chosen to have the order routed, if routed, the market order will be routed to
another market as a limit order. An order that has been routed to another market
shall have no time standing in the Nasdaq Market Center execution queue relative
to other orders in the Nasdaq Market Center.

A market order that is converted to a limit order when it is routed to another
market will become a market order again upon return to Nasdaq. However, if after
being placed back in the order execution queue the order is routed yet again, it
will be re-converted to a limit order.
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condition.® Once on the book, however, an order will not be routed out of the Nasdaq
Market Center, even if it becomes marketable against the quotes of another market.
Finally, orders are not routed outside the Nasdaq Market Center during Nasdaq’s
Opening and Closing Crosses.

XII.  The Brut ECN

On September 7, 2004, Nasdaq completed its purchase of Brut, LLC, a registered
broker-dealer and member of the NASD and the New York Stock Exchange (“NYSE”),
and operator of the Brut ECN (the “Brut ECN” or “Brut”). As an SRO member, Brut
remains subject to all rules applicable to its activities as a broker-dealer, including those
requiring its participation in market surveillance and audit trail programs conducted by
Nasdaqg, the NASD, and the NYSE. As an ECN, Brut participates in the Nasdaq Market
Center system as an Order-Delivery ECN pursuant to the Rule 4700 Series and as an ITS
Market Maker pursuant to the Rule 5200 Series. Brut continues to act as a counter-party
to all trades taking place in its system, for anonymity as well as clearance and settlement
purposes. Brut also continues to provide outbound order routing services to other market
centers for its subscribers. Brut provides the Nasdaq Market Center its full book of
orders for display in Nasdag.

The Brut ECN is currently a "facility" of a national securities association, and
upon exchange registration, will become a facility of the exchange operated by Nasdaq.
As such, Nasdaq is obligated to file with the Commission rules to govern the operation of
the Brut ECN.

A. Order Display/Matching System

The Brut ECN allows subscribers to enter market and priced limit orders to buy
and sell Nasdaq and exchange-listed securities. Brut acts only as an agent on behalf of its
subscribers and engages in no proprietary trading save that necessary to correct system
errors. Subscribers may enter multiple orders at single or multiple price levels.
Subscribers have the option to have a portion of their order held in reserve and not
displayed to the marketplace. Brut, in turn, makes available to System subscribers and
market data vendors a data feed of all displayable orders on both the bid and offer side of
the market (excluding reserve size share amounts) for all price levels at which shares are
available within its System. Brut orders displayed in the Nasdaq Market Center are
displayed under the same terms and conditions generally applicable to Nasdaq Quoting
Market Participants.

Orders returned to Nasdaq will be placed on the Nasdaq Market Center book on
the basis of the time-stamp assigned to the order when it was originally submitted
to the Nasdaq Market Center.
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B. Access Standards

To obtain access to the Brut ECN as a system participant, a user must execute a
subscriber agreement and be a participant in, or have an access arrangement with a
participant in, an SEC-registered clearing agency. In addition, the Brut subscriber must
also agree to comply with all applicable rules and accept all Brut ECN trades identified
by the Brut ECN as being effected by the subscriber.

Broker-dealers may also access Brut ECN orders through the Nasdaq Market
Center, regardless of their status as a Brut ECN participant as described above, provided
they have met the conditions for access to the Nasdaq Market Center.

C. Order Types
The Brut ECN makes available to subscribers several order types. These order
types are described below.

e Limit orders are orders to buy or sell a stock at a specified price or better.

o Market orders are un-priced orders to buy or sell a stock at the market's current
best price. A market order may have a limit price beyond which the order shall
not be executed. ‘

s Agency Away orders, which are available for Nasdaq-listed securities, are
designated by the entering party as eligible for execution at a price inferior to the
then-current national best bid/offer.

e Principal Inside Only orders are designated by the party as only eligible for
execution at a price equal or better than the then-current national best bid/offer.

e Brut Cross orders are displayed in Brut and executable against marketable contra-
side orders in any market center, including the Brut ECN, at the time of receipt.
If equally-priced executable orders are available both in Brut and another market
center, the order will first execute against Brut ECN orders; otherwise, it will be
routed to other market centers. Once a Brut Cross Order is routed out in whole or
in part to another market center, any remaining unexecuted or returned portion of
the order will be posted in the Brut ECN and will no longer be routed out for
potential execution, unless the order is designated as an Aggressive Cross Order
or Super Aggressive Cross Order.

e Directed Cross orders are routed to a specified market center for potential
execution after they exhaust available liquidity in the Brut ECN.

e Aggressive Cross orders are Brut Cross orders that if, after being posted in the
Brut ECN and exhausting available liquidity in the Brut ECN, have their price
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crossed by the displayed quote of another market center, are routed by Brut to that
market center for potential executior:.

Super Aggressive Cross orders are Brut Cross Order that, if after being posted in
the Brut ECN, have their price locked or crossed by the displayed quote of
another market center, are routed by Brut for potential execution.

Thru Brut orders are directed to a market center other than Brut for execution.

To Brut orders are eligible for execution upon receipt solely against Brut ECN
orders, and are displayed in the Brut ECN to the extent they cannot be executed
upon receipt.

Hunter orders are not displayed in the Brut ECN, but will execute against
available trading interest residing in the Brut ECN or another market center.

Pegged orders are a form of To Brut limit order that, after entry, have their price
automatically adjusted by the Brut ECN in response to changes in the Nasdaq
Market Center (for Nasdaq-listed securities) or national best bid or offer (for
exchange-listed securities), as appropriate.

Discretionary orders have both a displayed price, as well as a non-displayed
discretionary price range and size in which the entering party, if necessary, is also
willing to buy or sell.

Post Only orders are a form of To Brut limit order that, if marketable upon receipt
against an order then-displayed in the Brut ECN, are rejected and returned to the
entering party. If the order is marketable against a quote displayed outside of
Brut, the price of the order is adjusted to a price $0.01 inferior to the best bid or
offer, as appropriate, and then displayed in the Nasdaq Market Center and Brut.

D. Time in Force Designations

Orders entered into the Brut ECN may be designated by the entering party to

remain in force and available for display and/or potential execution for varying periods of
time. Unless cancelled earlier, once these time periods expire, the order (or the
unexecuted portion thereof) is returned to the entering party. These “time in force”
designations are described below:

®

Immediate or Cancel (IOC) orders are returned to the sender if not immediately
executed. If partially executed, un-executed remainders of these orders are
returned immediately to the entering party.

Day (DAY) and Good-till-Canceled (GTC) orders (or the unexecuted portions of
such orders) are held by the Brut ECN and remain available for potential
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display/execution until 4:00 p.m. Eastern Time on the day they are submitted
unless cancelled before then by the entering party.9

e Good-till-Canceled-Overnight (GTCO) orders (or the unexecuted portions of such
orders) are treated like GTC orders, but are held by the Brut ECN overnight and
remain available for potential display/execution until 4:00 p.m. of a date provided
by the entering party, or indefinitely, unless and until cancelled by the entering
party. GTCO orders are not eligible for execution between 4:00 p.m. and 8:00
p.m. Eastern Time.

¢ End-of-Day (GTX) orders (or the uniexecuted portions of such orders) are held by
the Brut ECN and remain available for potential display/execution until 8:00 p.m.
Eastern Time on the day they are submitted unless cancelled before then by the
entering party.

e  Good-till-Time (GTT) orders (or the unexecuted portions of such orders) are held
by the Brut ECN and remain available for potential display/execution until the
time designated by the entering party. This time may be a relative time (e.g. 30
minutes after receipt) or an actual time (e.g. 2:00 p.m.).

e Effective Time (EFT) orders (or the unexecuted portions of such orders) are held
by the Brut ECN and only become available for potential display/execution at an
actual time during the trading day selected by entering party (e.g. 3:00 p.m.).

The B